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TRUST LANDS 


WEDNESDAY, MAY 18, 2005 


U.S. Senate, 

Committee on Indian Affairs, 

Washington, DC. 

The committee met, pursuant to notice, at 9:30 a.m. in room 216, 
Senate Hart Building, Hon. John McCain (chairman of the commit- 
tee) presiding. 

Present: Senators McCain, Dorgan, and Inouye. 

The Chairman. Good morning. 

STATEMENT OF HON. JOHN McCAIN, U.S. SENATOR FROM 
ARIZONA, CHAIRMAN, COMMITTEE ON INDIAN AFFAIRS 

In 1934, the Indian Reorganization Act provided broad discre- 
tionary authority to the Secretary of the Interior to take land into 
trust for Indian tribes. This authority was given the Secretary to 
counter the devastating effects of the General Allotment Act under 
which Indian tribes lost over 90 million acres of land between 1887 
and 1934. Once held in trust by the United States, the property is 
considered Indian country, subject to Federal and tribal law, and 
in most circumstances State and local laws and regulations do not 
apply, including zoning and tax laws. 

One particular application of the authority to take land into trust 
that is unclear to many is how the process is applied to land that 
is outside reservation boundaries. When the purpose of that off-res- 
ervation trust land will be the establishment of a gaming facility, 
the impacts on surrounding communities are even greater and the 
need for clarity is at its highest. 

Under the Indian Gaming Regulatory Act, trust lands outside of 
a reservation are generally not eligible for gaming if acquired after 
October 17, 1988, the date IGRA was enacted. However, IGRA pro- 
vides four exceptions to the ban on gaming on post-1988 lands. In 
recent years, this committee has been informed of numerous at- 
tempts to use these exceptions, including the exceptions for settle- 
ment of land claims and for initial reservations, to obtain casinos 
far from Indian reservations, sometimes in other States. 

Many Indian tribes are finding that concerns about whether 
lands should be taken into trust for gaming purposes is impacting 
all land decisions of the BIA, with many applications for non-gam- 
ing purposes taking years to be approved. 

I believe it is time this committee reviewed these exceptions to 
determine if they are being used as we originally intended in 1988. 
Today, the committee will hear from a variety of witnesses to in- 
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form us on how the land-into-trust process works and how IGRA 
impacts that process. 

Vice Chairman Dorgan. 

STATEMENT OF HON. BYRON L. DORGAN, U.S. SENATOR FROM 

NORTH DAKOTA, VICE CHAIRMAN, COMMITTEE ON INDIAN 

AFFAIRS 

Senator Dorgan. Mr. Chairman, thank you very much. 

Often when people are unfamiliar with these issues, think of 
land-into-trust, they think immediately of gaming. That is the case 
in some circumstances, but not in most circumstances. In most cir- 
cumstances, gaming has almost nothing to do with land-in-trust, 
and I think the Chairman described accurately that we ought to be 
interested and concerned with respect to land-into-trust for gaming 
and make sure we understand what the circumstances are in that 
situation. But we also need to understand there are legitimate rea- 
sons for tribes to take land into trust for economic development 
and other reasons, and the interminable delay that often exists 
now is very troublesome. 

During a 15-year period, 46,000 acres of land were taken out of 
trust in the Aberdeen area, which is our area, and 18,000 acres 
placed in trust. So the fact is, more land is taken out of trust than 
in trust in our region for many reasons: interstate landowners with 
non-Indian heirs and members selling lands to pay unexpected 
medical bills. The list goes on and on. But the fact is, many of the 
fee-to-trust applications are for essential government services these 
days, for housing, for education issues, and other purposes. 

I just think when we look at reservations in my State and others, 
we see conditions that exist in Third World countries. Whether it 
is housing, health care or education, we need to provide the tribes 
the tools with which to address these issues. In some cases, those 
tools represent the ability to take land into trust, that is exclusive 
of gaming. 

When gaming is involved, there is another set of issues, but I 
really hope that with this hearing we will understand that much 
of this issue deals not with gaming, but with opportunities and 
needs of tribes for economic development and for other things that 
would address the circumstances of their daily living and the cir- 
cumstances of the economies that their citizens face. 

I think this is an important hearing being held at an important 
time. I hope that we will be able to glean some very good informa- 
tion from some excellent witnesses today, Mr. Chairman. 

The Chairman. Thank you. 

Senator Inouye. 

STATEMENT OF HON. DANIEL K. INOUYE, U.S. SENATOR FROM 

HAWAII 

Senator Inouye. I thank you very much, Mr. Chairman. I com- 
mend you for holding this hearing because this hearing is about 
more than trust applications. It is about the Federal Covernment’s 
obligation to Native America. 

The Secretary of the Interior was purposely vested with the au- 
thority to take land into trust to reverse the negative consequences 
of the Allotment Act and other Federal and State actions which 
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stripped Indian tribes and individuals, as noted by the chairman, 
of over 90 million acres of land. 

Unfortunately, the stripping of Indian lands has not stopped. Ac- 
cording to the Department’s own documents, more land is being 
taken out of trust for individuals than is being placed in trust for 
tribes. It is sad to note that there is no opposition to this move- 
ment. 

Indian tribes, as we have noted, must go through a very lengthy, 
rigorous process to place lands into trust, including the granting of 
an opportunity to State and local governments to insist upon the 
application of strenuous environmental regulations. This can and 
has taken years, requiring the tribes to pay taxes on government- 
owned lands. Sometimes tribes are required to repeatedly update 
environmental reports because of our government’s delay in proc- 
essing the application. 

But no such process exists for taking land out of trust. Critics 
argue that a more stringent process is necessary because State and 
local regulations will not apply to the land being taken out of trust. 
But those same critics ignore that generally applicable Federal 
land regulations apply to those lands, as do the laws and regula- 
tions of the tribe. 

History has shown that tribes are and want to be good neighbors. 
They want to provide governmental services to their members and 
neighbors, while ensuring that their land will be there for future 
generations. Although I do not personally support gaming, I served 
as the primary sponsor of the Indian Gaming Regulatory Act be- 
cause of the matter of sovereignty. Congress anticipated the taking 
of lands into trust for gaming purposes and imposed even more 
stringent requirements. But I also would like to note that there are 
those tribes who are still waiting for a decision and those applica- 
tions were submitted long before Cabazon. 

A most recent example of this process is the Gun Lake Tribe, 
which is testifying here this morning. The tribe has complied with 
a lengthy and exhaustive Federal administrative process for plac- 
ing lands within the tribe’s long-time aboriginal homeland into 
trust for gaming purposes. After four years, the Department indi- 
cated its intent to place the land into trust for the tribe, and now 
there is a 30-day public comment period. 

I hope that as this issue is addressed, the committee also ad- 
dresses the continued loss of trust lands, and considers the poten- 
tial cost to tribes because of the delay in processing applications. 
I believe the native peoples of this land have given enough. 

I thank you, Mr. Chairman, for scheduling this hearing. I appre- 
ciate it. 

The Chairman. Our first witness is George Skibine, an old friend 
of the committee’s, who is the acting deputy assistant secretary for 
policy and economic development in the office of Indian affairs in 
the Department of the Interior. Welcome back, sir. 
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STATEMENT OF GEORGE T. SKIBINE, ACTING DEPUTY ASSIST- 
ANT SECRETARY FOR POLICY AND ECONOMIC DEVELOP- 
MENT, OFFICE OF INDIAN AFFAIRS, DEPARTMENT OF THE 

INTERIOR 

Mr. Skibine. Good morning, Mr. Chairman, Mr. Vice Chairman, 
Senator Inouye. I am George Skibine. I am the acting deputy as- 
sistant secretary for policy and economic development for Indian af- 
fairs in the Department of the Interior. 

I am also the director of the office of Indian gaming. I am pleased 
to be here today to discuss the role of the Department in taking 
land into trust and the procedures used when the land is for gam- 
ing purposes. 

My testimony will be part of the record. I will essentially summa- 
rize a few points in a few minutes that we make in the testimony. 

I think, Mr. Chairman, you gave a good background on the IRA, 
so I am going to skip over that. The IRA, the Indian Reorganiza- 
tion Act, is essentially the fundamental authority that we use to 
take land into trust for Indians. We have promulgated regulations 
in 25 CFR Part 151 that implement the Indian Reorganization Act, 
Section 5. 

Essentially, let me quote from Justice Ginsburg, who stated in a 
recent opinion in City of Sherrill v. Oneida Indian Nation regard- 
ing the regulations, who said: 

The regulations implemented, 25 U.S.C. 466, are sensitive to the complex inter- 
jurisdictional concerns that arise when a tribe seeks to regain sovereign control over 
territory. Before approving an acquisition, the Secretary must consider, among other 
things, the tribe’s need for additional land, the purposes for which the land will be 
used, the impact on the State and its political subdivisions resulting from the re- 
moval of the land from the tax rolls, jurisdictional problems, and potential conflicts 
of land use which may arise. 

That is a good summary that the court made of our process for 
taking land into trust under the 151 regulations. 

In addition, let me point out that the BIA must also determine 
whether it is equipped to discharge its additional responsibilities 
resulting from the acquisition of land into trust. We must also com- 
ply with the requirements of the National Environmental Policy 
Act. 

The authority to approve land into trust on reservations for non- 
gaming purposes is delegated to regional directors of the BIA. 
When a tribe seeks to have, or an individual Indian seeks to have 
land taken into trust under the Indian Reorganization Act, it will 
submit an application to the BIA and that application will be proc- 
essed by the regional office or the agency that is responsible for 
this process, and appropriate State and local officials will be con- 
sulted regarding their views on the potential effects of this acquisi- 
tion. So there is a consultation process. 

We try to encourage the process to be very transparent so that 
the affected communities will be given ample opportunity to com- 
ment. If the application is for gaming, then the authority has been 
reserved since 1990 when Secretary Lujan issued an order saying 
that the central office, essentially the assistant secretary for Indian 
affairs, would have the authority to approve gaming-related acqui- 
sitions. In 2001, we extended that to not only gaming acquisitions, 
but gaming-related acquisitions. 
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What happens then is when an application is submitted, it is still 
processed by the regional office. They will do compliance with 
NEPA. They will do the consultation required, but if gaming is a 
stated purpose of the acquisition, then they will eventually have to 
consider whether section 20 of the Indian Gaming Regulatory Act 
has been complied with. 

As you know, section 20 is a prohibition on gaming on lands ac- 
quired in trust after October 17, 1988, but it contains several ex- 
ceptions. The major exception is if the land is on or contiguous to 
the reservation. But it contains other exceptions that essentially in- 
clude whether the land is acquired for the settlement of a land 
claim; whether the land is a restored land for a restored tribe; or 
whether the land selected is the initial reservation of an Indian 
tribe pursuant to the Federal acknowledgment process. 

When that happens, we will make a determination as to whether 
the land that is sought to be acquired that is off-reservation quali- 
fies under one of these exceptions. Depending on whether it quali- 
fies or not, then we will advise the regional office on how to pro- 
ceed. If none of the specific exceptions apply, then there is an ex- 
ception that authorizes gaming on the land that is acquired in 
trust after October 17, 1988 if the secretary after consultation with 
appropriate State and local officials and tribes, makes a determina- 
tion that the gaming establishment is in the best interest of the 
tribe and its members and is not detrimental to the surrounding 
community. 

We have in this Administration approved I think nine gaming 
applications altogether under all of these exceptions, including on- 
reservation. I think they are listed in my testimony. And then we 
have, I think, about 10 applications pending for off-reservation ac- 
quisitions under gaming that do not qualify under any of the spe- 
cific exceptions, but have to go through two-part determination. 

I think this Administration has approved two such two-part de- 
terminations. In both cases, the Governor must concur in the deter- 
mination and has refused to do so, so in fact that has not happened 
in this Administration. Overall, since 1988 only three tribes have 
qualified under that section of IGRA, the section 20(B)(1)(a) excep- 
tion. 

To help the regional office implement gaming acquisition, we 
have issued a checklist for gaming acquisition back in 1994. We up- 
dated this checklist in 1997. We updated it again in 2001. We did 
a recent update in 2005 in March. That essentially is informal 
guidance to our regional offices on how to implement the regula- 
tions in part 151 and the two-part determination process when the 
acquisition is for gaming. 

Let me briefly mention that there has been an issue that we 
have when a tribe submits an application for non-gaming purposes 
and changes the use to gaming. We are aware that when a tribe 
submits an application for, let’s say, a truck stop, then essentially 
the acquisition will be considered by the regional office. If it is not 
for gaming, it will not be sent to our office in Washington and it 
will not be approved by the assistant secretary. 

Under the law, the tribe subsequently, and this is 2 years down 
the road, because there are no title restrictions on the deed, the 
tribe can change the use of the property. We have been advised by 
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the Department of Justice that the title requirements prohibit us 
from imposing deed restrictions on the title. That has sometimes 
been an issue when the local public has a proven application, let’s 
say if it was for Indian housing, and down the road has been made 
aware that the use has been changed to gaming. I think that is an 
issue that we are looking at. 

We have not found yet a solution on how to deal with that par- 
ticular problem. We certainly do not want to hamstring the tribes, 
especially if they have an economic venture that does not remain 
profitable, they should be able to change the use of the property. 
So we are tackling that issue because we are unhappy with the fact 
that when there is a change to gaming that the local population 
has not contemplated, it is creating a lot of tension within the com- 
munity. I think some of the local communities feel that they have 
been duped into buying into a process when the ultimate aim was 
different. So we are looking at that issue. 

Now, I mentioned that we have about 10 applications for off-res- 
ervation gaming pending. There are many, many more that are ru- 
mored. I receive delegations every week from mostly non-Indian 
communities that essentially come and talk about the fact that 
there is a potential Indian casino that is going to pop up in their 
community, even though there is no application. 

What I tell them is that under our regulations and under IGRA, 
there is nothing that prohibits a tribe from getting involved with 
someone and essentially trying to move off-reservation. They have 
to go through the process, and the process is lengthy and very sel- 
dom successful, but they have the right to do that under the IRA, 
under our regulations and under IGRA. We just implement the law 
at this point. I think they feel that there is a question of cost if 
they are opposed to the application on the local community, and 
that is certainly an issue. 

And then also we get communities who are all in favor of tribes 
moving into their communities because it will revitalize the econ- 
omy and they think it is going to happen tomorrow. Then when 
they come to talk to us, they realize that it is a very lengthy proc- 
ess. We take very seriously our obligation to take land into trust, 
but we are really concerned about the effect on local communities. 

Finally, I want to point out that in terms of delays, it is true that 
our regulations do not include time lines. So that once an applica- 
tion is submitted, there is no time line for the BIA to act on the 
requests. I think with respect to gaming, it is very long. It is proc- 
essed at the regional office and usually takes about 6 months to 1 
year, especially to comply with the environmental documentation 
that is required. Then it comes to our office where it will take at 
least a couple of other months before it is ready for approval. 

So overall, gaming acquisitions take well over 1 year, and that 
can impose some hardship on tribes that rely on financing and on 
options to buy land on which they are interested. Plus, final com- 
ment, once we make a positive determination to take land into 
trust for any purpose, we have to publish, especially for gaming, we 
publish a notice in the Federal Register that gives tribes, that gives 
the public 30 days to challenge the decision of the secretary. 

With respect to gaming, in the last 5 years, maybe even before, 
I think we have been ending up in court in almost all instances ex- 
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cept for a couple of ones. And that essentially will really delay the 
process. 

This concludes my comments. I am here to answer any questions 
you may have. Thank you very much. 

[Prepared statement of Mr. Skibine appears in appendix.] 

The Chairman. Thank you very much. 

Maybe for the record you could describe to us how and why land 
is going out of trust. 

Mr. Skibine. I think that land is going out of trust, that land 
that is owned by individual Indians. I think it goes out of trust 
through probate; if there is a debt that results in foreclosure and 
for a variety of other issues. I am not aware that land is going out 
of trust that is in trust by the United States for the benefit of a 
tribe. My understanding was 

The Chairman. These are individuals who own land in trust. 

Mr. Skibine. Yes. 

The Chairman. So there is a difference here when we say all this 
land is going out of trust. It is not as if tribes are giving up land. 
It is individuals who are for one reason for another, including wills. 

Mr. Skibine. That is correct. Right. 

The Chairman. That give land to non-Indians, which is their 
right to do, to give their land to whoever they want to. So I think 
that is an important item here because, in all due respect to my 
colleagues, the impression was created that somehow we are de- 
priving Indian tribes of their land by taking land out of trust and 
I do not think that is the case, at least that is the information that 
I have. 

Would you agree, Mr. Skibine, that there are significant prob- 
lems today with perception, to a large degree, and to some degree 
reality, with this process? People hear that an Indian tribe is will- 
ing to give up its claim to most of a State in return for a small cou- 
ple of acres in a downtown metropolitan area that they can engage 
in gaming. Is that really what we think of Native Americans trying 
to obtain land, to return to their tribal ways and their tribal cus- 
toms? 

Now we see, and one of the reasons why we are having this hear- 
ing today is I keep hearing bitter complaints from people who live 
near Indian tribes or live near land that they hear is being taken 
into trust solely for the purpose of gaming. Do you agree that there 
is a perception out there that this is a serious problem, at least in 
some communities? 

Mr. Skibine. Yes; I agree with that. I think that the one instance 
I can think of was not too long ago I testified at a hearing in Colo- 
rado at the Western Governors Association, where essentially there 
is a tribe in Oklahoma that was seeking to settle its alleged land 
claim in Colorado, on millions of acres in Colorado, with a casino 
at the airport. The Governor was very much opposed to that. 

I think we advised the tribe that we did not think the claim was 
valid in this particular instance. So there was no application sub- 
mitted, but it certainly has created an uproar in the State of Colo- 
rado. 

The Chairman. I know you do not follow closely the workings of 
this committee, but I am sure you saw the entire Connecticut dele- 
gation show up in the last hearing we had over their concern and 
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the Attorney General’s concern about this whole issue of additional 
recognition of tribes for gaming purposes. 

But also on the other hand, isn’t it true that in most of these 
cases if there is land taken into trust that it requires the approval 
of the Governor of the State under IGRA? 

Mr. Skibine. For land that is off-reservation and subject to the 
two-party determination, then it requires the Governor. If it is for 
the settlement of a land claim, then it is one of the exceptions that 
essentially goes around the Governor’s concurrence. I think that is 
one of the issues. 

The Chairman. How many of those are exceptions, roughly? 

Mr. Skibine. On the settlement of a land claim, we have ap- 
proved one acquisition under that exception. 

The Chairman. Out of 10? 

Mr. Skibine. No; since the beginning. 

The Chairman. Since the beginning? 

Mr. Skibine. Right, since 1988. 

The Chairman. So generally speaking, then we would expect dis- 
gruntled citizenry to contact their Governor and their State govern- 
ment to “protect” them if they feel they need it. 

Mr. Skibine. Yes; that is right, under the two-part determination 
or under the settlement of the land claim. Settlement of a land 
claim, we have determined it will require a judicial settlement. 
Usually, it will require the legislature of the State to pass legisla- 
tion regarding the settlement. And then it will require congres- 
sional legislation, so that this body will have to pass a law and the 
President will have to sign it. 

So by the time one of the settlement legislations is enacted, I 
think it has gone through an incredibly rigorous process. For in- 
stance, I met with a delegation from a town in Ohio not too long 
ago regarding a potential Oklahoma tribe moving into Ohio. They 
were very much in favor of this, and they thought it would happen 
this year because when the tribal developer of this project wanted 
to generate 

The Chairman. Could I interrupt? 

Mr. Skibine. Yes. 

The Chairman. This movement would be based on the concept of 
aboriginal lands, is that right? 

Mr. Skibine. No; I think it would have been based on a land 
claim of that tribe in the State of Ohio. If that happens 

The Chairman. Because the tribe was moved from Ohio to Okla- 
homa? 

Mr. Skibine. Yes, right; essentially, what I told them is that be- 
cause it would require congressional settlement legislation, the 
chance of this happening is essentially down the road a year or two 
at the very best, if that is the exception that they seek to qualify 
on. They can always use a two-part determination for that because 
neither IGRA nor our regulations, nor the IRA, imposes a test that 
is based on whether there are state lines in between the tribe and 
the proposed acquisition. 

Although we have never approved at Interior a proposed gaming 
establishment for a tribe that seeks to have gaming in a State in 
which it is not currently located. 
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The Chairman. If a tribe commits not to acquire land for pur- 
poses of Indian gaming, it is free after acquiring that land to 
change its mind. Is that correct? 

Mr. Skibine. Yes; that is what I said. 

The Chairman. How often has that happened? 

Mr. Skibine. That apparently has happened a number of times. 
I do not know exactly, but I think the Inspector General found at 
least 10 instances when he testified here, where this has happened. 
We are aware that this has happened in the State of Oklahoma, 
for instance. But the change of the use of the land to gaming can- 
not occur unless there is compliance with the requirements of the 
Indian Gaming Regulatory Act. 

So for instance, if a tribe acquires land in trust off-reservation, 
say in the State of Oklahoma. That will not work too well in Okla- 
homa. Let’s say the State of Texas. Well, that is not good either. 
[Laughter.] 

The Chairman. How about Arizona? 

Mr. Skibine. Arizona, yes. That is a good one. [Laughter.] 

Then essentially the tribe will not be able to game on the land 
unless it meets the requirements of IGRA. In this particular case, 
it will have to submit a request for a two-part determination under 
section 20(B)(1)(a). So we will have to go through the process of 
consulting with appropriate State and local officials, and of doing 
environmental documentation. If we make a positive two-party de- 
termination for this tribe, then it will be subject to the Governor’s 
veto. 

The Chairman. So State governments in general, and Governors 
in particular are seduced by the prospect of sharing in Indian gam- 
ing revenues, and the concerns of the local citizenry are therefore 
overridden? 

Mr. Skibine. Well, I think that for the two-part determination 
process, we in the Department, we have to find where there is a 
detrimental impact to the surrounding community. To do that, we 
do extensive consultation with the appropriate State and local offi- 
cials. In our checklist, I think we say it is a flexible standard, in 
more or less 10 miles. 

The Chairman. But we keep hearing from local officials who say 
they were not consulted. Do you have any recommendations at this 
time for amendments to IGRA or legislation that may help in re- 
ducing this problem? 

Mr. Skibine. I did not come prepared with legislative solutions, 
but we certainly recognize that there is certainly a perception 
issue, and that we are working on this issue, and we will contact 
the tribes and Congress if we have any solutions to offer to some 
of these issues. 

The Chairman. We would be very eager to hear. 

Senator Dorgan. 

Senator Dorgan. Mr. Skibine, thank you very much. 

How many land-into-trust applications are now pending? 

Mr. Skibine. Land-into-trust for all purposes? 

Senator Dorgan. Yes; for all purposes. 

Mr. Skibine. I do not have that figure at my fingertips. However, 
I think we are in the process or we are trying to essentially do a 
data-call to find this information right now. 
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Senator Dorgan. Dozens, thousands, millions? 

Mr. Skibine. I think it would probably be hundreds. 

Senator Dorgan. Hundreds? 

Mr. Skibine. Hundreds throughout the country. That is for all 
purposes? 

Senator Dorgan. Yes. 

Mr. Skibine. Okay. 

Senator Dorgan. The trust applications, the land-into-trust ap- 
plications you have been discussing with the chairman center on 
gaming. I think in my opening statement, I acknowledged, Mr. 
Chairman, that the land that is taken out of trust is often as a re- 
sult of wills and someone selling the land. We are hearing cases 
of people selling the land to pay medical bills, and so on and so 
forth. I acknowledge that that is not the tribal land, the trust that 
belongs to the tribe. This is land that inures to the individual. 

But is it the case that a majority of the applications of land-into- 
trust are non-gaming issues? 

Mr. Skibine. Absolutely, yes. 

Senator Dorgan. So you are describing in your discussion with 
the chairman the circumstances for those that deal with gaming, 
which is a separate and serious and significant set of issues. I 
agree with the chairman that they should be dealt with in a dif- 
ferent way. 

Let me ask about, in 2001 the Department issued proposed revi- 
sions to the regulations. As you know, there was an extended com- 
ment period following that, and then the proposed regulations were 
withdrawn. Is there intention by the Department to attempt to pro- 
pose new regulations? What are you thinking about in that area? 

Mr. Skibine. We have been pondering this question for some 
time. I think this is something that we are discussing internally. 
No decision has been made yet on whether to reissue proposed reg- 
ulations or to go another route, but we are looking at what was 
done back in the previous Administration and what we can do to 
essentially facilitate the process. 

Senator Dorgan. Would you provide us, then, an update on the 
number of pending applications, the timing, and proposed use sta- 
tus, so that we can get a sense of what that inventory would show? 

Mr. Skibine. Yes; absolutely. 

Senator Dorgan. That would be helpful. 

What is the process the Department uses to take lands out of 
trust? 

Mr. Skibine. If it is tribal land, it cannot be taken out of trust. 

Senator Dorgan. Non-tribal. 

Mr. Skibine. Which is non-tribal, I am not sure there is a process 
that I am aware of It just goes naturally out of trust. 

Senator Dorgan. So there are no impediments to the movement 
on that side? 

Mr. Skibine. I do not think so, but I stand to be corrected be- 
cause I am not really involved in these individual acquisitions. 
That is my impression. 

Senator Dorgan. I think if you can give us the inventory of ap- 
plications and the status, that will be very helpful. Again, I ac- 
knowledge, as the chairman indicated, I think that there is no 
question in my mind that if I were an Indian tribe, I would try to 
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see if I could find the most desirable parcel of property in the big- 
gest city available to me, and see if I could take that land into trust 
and see if I could do some gaming on it. 

I understand that. That is an urge that tribes that are located 
in very remote areas would likely have. Perhaps some North Da- 
kota tribes would like to have a piece of ground in downtown Phoe- 
nix. In fact, they would probably serve most of our North Dakota 
customers in the winter. [Laughter.] 

Mr. Skibine. I want to point out that I think that the Depart- 
ment does have serious concerns about the acquisition of far-flung 
lands for tribes for essentially reservation shopping. I think our 
discretion is to constrain under section 20(B)(1)(a), but we have se- 
rious concerns. 

One of these concerns essentially is the fact that in some States 
it tends to de-stabilize what is the status quo, where tribes are 
gaming on their reservation. But if one decides to leave and is au- 
thorized to do that and come close to a very proper urban area, 
well, then the other ones that have for years been gaming on their 
reservation with the support of the State community, that may 
change. Essentially, we are not sure that this is in the best interest 
of Indian gaming overall. 

Senator Dorgan. And I think those are serious issues. The back- 
drop of all of that is an understanding that we have taken a lot 
of land from Indian tribes. Native Americans over many, many 
years. Many of those tribes would like to have some of that land 
back for jurisdictional and sovereignty purposes, and it has nothing 
to do with gaming at all. So that is a separate set of issues that 
we also have to be concerned about and be knowledgeable. 

Mr. Chairman, on the third floor of the building behind us. Sen- 
ator Domenici is marking up the energy bill. I am a member of 
that committee and they are turning to an amendment of mine. So 
I will be gone for about 15 minutes to discuss my amendment, and 
then I will rejoin you. 

The Chairman. Thank you very much. Senator Dorgan. 

Mr. Skibine, one of the things that we did in Arizona and it was 
approved by the voters, a compact, was a revenue-sharing proposal, 
as you know, so remote tribes would be able to at least have some 
share of the gaming revenues. That seems to me one of the attrac- 
tive aspects of the compact that was overwhelmingly approved by 
the voters of Arizona. Do you think that there should be more 
referenda of that type? 

Mr. Skibine. Yes; we think that the Arizona compacts are very 
successful, and we approve those and we feel that it was very pro- 
ductive. I think that the compacts or the law that provides for reve- 
nue-sharing between wealthy tribes and tribes that may elect not 
to game, I think are something that should be encouraged. 

The Chairman. Thank you very much. It is good to have you 
back before the committee. We look forward to some recommenda- 
tions that you might have that we can use. This problem is percep- 
tion and reality both. We cannot legislate perception, but there 
may be something we can do to correct some of the realities. 

I thank you, sir. 

Mr. Skibine. Thank you very much. 
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The Chairman. Our next panel is David K. Sprague, chairman, 
Gun Lake Tribe, Dorr, MI; James T. Martin, executive director. 
United South and Eastern Tribes, Nashville, TN; Mike Jandernoa, 
23 Is Enough, Grand Rapids, MI; and David Crosby, Santa Ynez, 
CA and other spots around the Earth. Please come forward. 

Chairman Sprague, we will begin with your testimony. We would 
like to try to keep opening statements to 5 minutes if possible. 
Your complete statements will all be made part of the record with- 
out objection. 

Chairman Sprague, welcome. 

STATEMENT OF DAVID K. SPRAGUE, CHAIRMAN, GUN LAKE 

TRIBE, ACCOMPANIED BY JOHN SHAGONABY, TRIBAL COUN- 
CIL TREASURER 

Mr. Sprague. Good morning. Chairman McCain, Vice Chairman 
Dorgan and members of the committee. My name is David K. 
Sprague, and since 1992 I have had the honor of serving as chair- 
man of the Match-E-Be-Nash-She-Wish Band of the Pottawatomi 
Indians, also known as the Gun Lake Tribe. With me is John 
Shagonaby, our tribal treasurer. 

Chairman McCain, we have provided the committee with supple- 
mental materials that I ask be submitted to the record. 

The Chairman. Without objection. 

[Referenced documents appear in appendix.] 

Mr. Sprague. These are primarily charts that I will quickly ex- 
plain as I move through my testimony this morning. There is also 
a statement from Congressman Dale Kildee. 

Today, we come before the committee as a federally recognized 
tribe, but we are also a landless tribe, in the final stages of the ad- 
ministrative land-into-trust process where ultimately the United 
States will accept title to approximately 147 acres of industrial 
land in Allegan County, MI on behalf of our tribe. 

The Gun Lake Tribe was federally acknowledged in 1999 after 
petitioning through the Bureau of Indian Affairs [BIA] branch of 
acknowledgment and research. Our tribe has a long history with 
the United States, and our tribe also had treaties with the United 
States. As a result of our playing by the rules, the restoration of 
a homeland for our tribe has been delayed longer than any other 
federally recognized Indian tribe in Michigan. 

We voted to investigate the economic development option that In- 
dian gaming provides under the Indian Gaming Regulatory Act to 
help us exercise self-reliance. We negotiated agreements with our 
business partners and moved forward through the process governed 
under the IGRA to establish a casino. 

If I may return to the map showing the location of local groups 
who publicly support our tribe. The red star in the map shows 
where our site is located, halfway between Kalamazoo and Grand 
Rapids in rural Michigan. I am sure you are familiar with West 
Michigan, Chairman McCain, and easily recognize that this loca- 
tion is not in an urban or suburban area. In fact, the site we se- 
lected is about three miles from our ancient burial grounds and is 
within our aboriginal lands. 

Now, the area is zoned industrial. The existing structure is a va- 
cant factory building that sits between a highway and railroad 
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tracks. You will notice that as shown on this map, the tribe is com- 
pletely surrounded by supportive local governments and commu- 
nity groups. 

Here are a few of those key groups: the city of Wayland, the city 
of Allegan and the Allegan County Board of Commissioners, 
Wayland township. Dorr township, Kalamazoo Chamber of Com- 
merce, Kalamazoo County Convention and Visitors Bureau, 
Wayland Area Chamber of Commerce, Plainwell Chamber of Com- 
merce, Barry County Area Chamber of Commerce. 

My other chart, the bar chart, shows the long process and signifi- 
cant amount of time between the submission of the fee-to-trust ap- 
plication to the publication of BIA’s final notice of determination to 
place the land in trust. It has been over 4 years, from August 12 , 
2001 until last Friday, May 13, 2005. 

As part of the fee-to-trust application, the tribe and the BIA con- 
ducted an environmental assessment as required by the National 
Environmental Policy Act. Over a 3-year period beginning in early 
2002, the tribe worked closely with the regional office of the BIA 
environmental resources experts to produce a final EA. 

Chairman McCain, we are highly sensitive to our environment. 
That is why we made every effort to be extraordinarily cooperative 
and responsive to the BIA during the agency’s determination of 
whether our casino project might pose a significant impact on the 
environment of West Michigan. In fact, the tribe prepared several 
revisions of the EA following comments from both the BIA and the 
public. 

The fourth bar shows the extensive and unusually long 75-day 
public comment period as compared to the normal 30-day comment 
period. During this period, Michigan citizens and local government 
officials submitted many letters to the BIA. 

In addition, since such great scrutiny is placed on casino projects, 
the EA examined the affects of secondary development over a pe- 
riod of time resulting from the casino and its operations, and exam- 
ined whether the tribe should explore alternatives to this project. 
After an exhaustive review of the evidence and the extensive public 
comment, the BIA concluded that a finding of no significant impact 
or EONSI was appropriate. 

As the second-to-last bar shows, the BIA issued the EONSI on 
Eebruary 27, 2004, over 14 months ago. Erom Eebruary 2004 to 
May 2005, the tribe has been waiting for the BIA to issue a notice 
of final determination to take the land into trust; 14 months from 
the EONSI until the notice to take our land in trust is a very long 
delay. 

We believed our notice to take our land in trust would be signed 
in July 2004. We were provided no reason for the delay of the sign- 
ing. Einally, last Eriday, May 13, 2005, the BIA finally published 
in the Eederal Register its intent to place the land in trust. 

As I mentioned earlier, there is great support from the neighbor- 
ing communities. We have worked hard to meet with the local gov- 
ernmental bodies. Chamber of Commerce and other community 
leaders. This last chart shows that we do have a lot of supporters. 
We also have over 6,000 West Michigan residents supporting the 
project. These kind of numbers in favor of our self-determination 
is surely gratifying and greatly welcomed. 
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It also shows our MOUs with the local fire and law enforcement 
departments. The BIA received letters supporting the tribe’s pro- 
posed land acquisition and development from the groups and indi- 
viduals noted on this last chart. This comes as no surprise since 
the Gun Lake casino will bring 4,300 new jobs to the area, as well 
as local supplier purchases, local and State revenue sharing, a 
proven recreational attraction and other economic development to 
a very economically depressed area. 

As a final note, we have looked at the success of casinos in Ari- 
zona and in other places around the country. We simply want to 
replicate that success for our tribe. 

Chairman McCain, this has been a long road and many of our 
elders who worked hard to obtain acknowledgment and tribal self- 
sufficiency are beginning to walk on. They may not live to see the 
results of all of the hard and dedicated work. I sincerely want those 
who are still with us to see the day when this long process is com- 
pleted. 

I wish to express my appreciation for the honor and privilege of 
having been invited to present testimony today. I am happy to an- 
swer any questions. 

Thank you, sir. 

[Prepared statement of Mr. Sprague appears in appendix.] 

The Chairman. Thank you very much. 

Mr. Martin. 

STATEMENT OF JAMES T. MARTIN, EXECUTIVE DIRECTOR, 
UNITED SOUTH AND EASTERN TRIBES, INC. 

Mr. Martin. Good morning. Chairman McCain and members of 
the committee. My name is James T. Martin. I am the executive 
director of the United South and Eastern Tribes. I am a member 
of the Poarch Band of Creek Indians. 

Thank you for inviting USET to participate in this important 
oversight hearing regarding taking lands into trust. My testimony 
will focus on the most controversial aspects of the land-into-trust 
activities, which involves off-reservation land-into-trust applica- 
tions for gaming. 

As I will explain, gaming considerations are driving much of to- 
day’s off-reservation land-into-trust activities. Non-Indian casino 
developers are responsible for much of what is currently wrong 
with these pursuits. 

Congress enacted IGRA to promote tribal economic development, 
tribal self-sufficiency, and strong tribal governments. The act, for 
the most part, has accomplished those goals. USET, however, has 
become increasingly concerned with the small number of Indian 
tribes and wealthy non-Indian developers that are seeking to es- 
tablish Indian casinos far away from their existing reservation in 
different States from where the tribes are currently located. 

In at least 12 States, most recently in New York, Ohio, Illinois, 
and Colorado, Indian tribes are seeking to move across State lines 
and often across multiple States to take advantage of lucrative 
gaming markets. In most cases, these efforts are being funded by 
shadowy developers who underwrite the litigation expense, the lob- 
byist fees and even the cost of land in exchange for a cut of the 
profits. 
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This kind of reservation shopping runs contrary to the intent of 
IGRA and well-established Federal-Indian policies. Indian gaming 
is not being used as a tool for tribes for economic opportunity on 
their lands. Rather, it is being used as a tool by developers who 
simply need Indian tribes as window dressing to make their casino 
deals work. 

We recognize that this is a controversial and complex issue. My 
organization has spent several years studying, deliberating all as- 
pects of this debate. We have been criticized from some corners 
that we should not open this can of worms. 

However, after several years of thoughtful, respectful and often 
pointed deliberation, we thought that this issue demands action. 
Over the last 2 years, we have taken the following measures. In 
February 2003, USET was the first American Indian organization 
to adopt a resolution voicing its opposition to reservation shopping. 
The resolution called for the United States Department of the Inte- 
rior to clarify its policy against this activity. 

Later that same year, October 2003, USET passed a second reso- 
lution that called upon Congress to oppose the efforts of out-of- 
State tribes to govern land or establish casinos in different States. 
This year, USET adopted a third resolution opposing reservation 
shopping. The resolution includes a call to Congress to prohibit an 
Indian nation from acquiring trust land and exercising govern- 
mental jurisdiction in a State other than the State where they are 
located, or remote locations to which they have no aboriginal con- 
nection. Copies of these resolutions have been submitted to the 
committee. In addition, we have submitted a summary of tribal mi- 
gration proposals we know are taking place around the country. 

The committee should also understand that much, if not all, of 
the reservation shopping activities are developer-driven, sometimes 
with little or no direct involvement of the tribe on whose behalf the 
developer is purported working. 

Let me give you a typical scenario for how developers work. 
First, the developer will extend a carrot to the State and local gov- 
ernments, arguing that an Indian casino will benefit the State by 
creating jobs and economic activities. The developer will offer the 
State a cut of the proceeds of Indian casinos in exchange for State 
support. In most cases, these offers violate IGRA’s clear prohibition 
against taxing Indian casinos. 

Developers also are willing to agree that the out-of-State tribe 
will waive most aspects of sovereignty. The out-of-State tribes are 
willing to make these concessions as a price for obtaining the ca- 
sino because they do not impact the tribe’s current reservation. Un- 
fortunately, when there are other tribes located in those same 
States, where out-of-State tribes are seeking the casino, the offer 
to submit to State jurisdiction and pay hefty taxes on their gaming 
facility severely undermines the in-State tribe’s continued effort to 
defend their sovereignty. 

If the carrot approach does not work, the developer typically 
raises the prospect of claims of litigation or a stick to compel the 
State to negotiate with the tribe. In fact, there seems to be a hand- 
ful of developers who have created this new business model that 
relies on tribes with existing or potential land claims as a means 
to establish lucrative casinos in geographically attractive locations. 
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Attached to my testimony is a report from one of our USET 
tribes, the Oneida Nation of New York, which underscores the need 
for Congress to provide greater scrutiny to these developer-driven 
deals. It appears from this report that in some cases the developers 
purportedly construct their arrangements with the tribes to cir- 
cumvent the profit-sharing limitations in IGRA. 

In addition, it also appears that some of the developers would not 
be able to survive a Federal background check if they were re- 
quired to submit one. We have received information from Indian 
nations. Governors and other groups around the country who re- 
port similar experiences with these non-Indian developers. 

USET believes that the political activities and financial interests 
of these non-Indian developers need to be fully disclosed to the 
public. USET also supports the enactment of legislation which bars 
out-of-State tribes from exercising governmental jurisdiction in 
more than one State. This would likely require an amendment to 
section 20 of IGRA prohibiting approval of land-to-trust applica- 
tions for land in States other than the States where the tribe is 
currently located or in remote locations to which the tribe has no 
aboriginal connection. 

We appreciate the opportunity to testify today before this Com- 
mittee on this most important issue, and we will be happy to an- 
swer your questions. 

[Prepared statement of Mr. Martin appears in appendix.] 

The Chairman. Thank you very much. 

Mr. Jandernoa. 

STATEMENT OF MIKE JANDERNOA, 23 IS ENOUGH 

Mr. Jandernoa. Thank you. Senator, and good morning. I am 
Mike Jandernoa, former chairman and CEO of the Perrigo Com- 
pany, and also chairman of a grassroots group called 23 Is Enough. 

I commend your leadership and your interest in addressing this 
issue. I think it has been long ignored. It is an issue that has af- 
fected in terms of Indian gaming the productivity and the manufac- 
turing productivity of many companies, especially in our State. 

IGRA has not been amended since its passage in 1988. That is 
17 years ago. It is one of the few things that has not really changed 
in that timeline. Since 1988, the Native American casino business 
has exploded in the United States from $100 million to $18.5 bil- 
lion, and controls 25 percent of gambling in this country. My mes- 
sage is that IGRA is outdated and it is broken, and it is open to 
manipulation by special interests, as just described, and is in des- 
perate need for reform as it relates to gaming. 

The NGIC is underfunded and understaffed. My plea is that your 
committee take time to study in depth and impose an immediate 
moratorium on any Indian gaming activities until the expansion 
and the understanding related to its impact is concluded; 23 casi- 
nos in Michigan is enough. We are among one of the States with 
the top number of Native American casinos. 

The tribal casinos are booming. They are doing very well, but our 
State economy is among the worst. It is due to the impact of 
globalization, the China impact, India outsourcing. We have sky- 
rocketing legacy costs and health care costs. Michigan is in a job 
crisis. 
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Also, we are tops in the Nation unfortunately for the unemploy- 
ment rate. Our manufacturing job losses account for 25 percent of 
all the job losses in manufacturing across the country in just our 
State of Michigan. If this trend continues, we cannot handle more 
casinos at this time with the job losses we are incurring. 

Also in Michigan, discretionary spending, that is down. Bank- 
ruptcies are up and we are financially strained in many of our cit- 
ies. The Government has been blinded by bright lights, big num- 
bers, big promises that have not been able to be kept. If you look 
at the Detroit example, we brought three casinos in. They promised 
new hotels. They promised new restaurants, new entertainment, 
new jobs and more tourists from outside the area. It has not hap- 
pened. The vast majority of dollars that come into the casinos are 
from a 50-mile radius around Detroit. Many of these people cannot 
afford it. 

Bankruptcies have more than doubled. Crime has risen substan- 
tially. The Detroit police force and Mayor have indicated that the 
budget is exceeding their allocation by $1.2 million just for the 
crimes related to bankruptcy and crimes in the immediate area. 
The Michigan experience has been one of empty promises or broken 
promises. 

Further, we have noted that research has demonstrated the neg- 
ative impact on manufacturing. This is at a time that our country 
needs productivity. Absenteeism, tardiness, and bankruptcies have 
accelerated the job loss in our State and across the country. Our 
personal journey here in the State shows that we need urgent and 
swift and decisive action to stop this proliferation. 

In 2001, as has been pointed out, the Gun Lake Tribe filed for 
land-in-trust application. The Chamber in Grand Rapids commis- 
sioned the Andersen Economic Group to conduct an independent 
economic study of the impact to assess what it would mean to our 
West Michigan community. 

The study was surprising. It indicated that for every job that 
would be created, two jobs would be lost. There would be an $880 
million economic hemorrhaging to the surrounding counties. Gun 
Lake will siphon off jobs and money from the economy and vitality 
in the surrounding areas, and bring it to the local area here. 

In February 2003, the Chamber objected to the finding of the 
Gun Lake environmental assessment and urged the BIA to com- 
plete a full-scale EIS. The BIA refused the EIS, and as just noted, 
it was put into the Federal Register. 

The Gun Lake Tribe’s environmental assessment was an incom- 
plete and inaccurate reflection of the regional impact. We talked 
about and the Administration focused on only a 10-mile radius. The 
impact is significantly greater than the 10 miles. Now what Con- 
gress has in mind as adopted in terms of IGRA is almost 20 years 
old, and the rules do not a require comprehensive regional impact 
study. Instead, it only has this small pinpoint study which is not 
far-reaching enough to see the impact on all the families and the 
jobs in the area. 

In addition, IGRA ignores all the voter sentiments and the elect- 
ed officials’ sentiments and the State legislature’s action. First, the 
State and Federal officials oppose this new facility. Second, Pro- 
posal 1 passed in Michigan with 58 percent of the voters suggesting 
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that we limit casino expansion and require votes. Third, the State 
Senate rescinded the support. And fourth, polling results show that 
85 percent say that 23 casinos is enough, and 64 percent oppose 
the expansion of the casino. 

This is important meaningful information that should bear on 
the decisions made here in Washington, but don’t. There is some- 
thing wrong when wealthy out-of-State special interests like Sta- 
tions Casino from Vegas can come in and override the will of our 
people. 

In summary, again IGRA is broken and outdated and after 17 
years needs to be reviewed and updated. A few recommendations: 
No. 1, mandatory regional economic environmental and social im- 
pact statements; mandatory casino management disclosures; local 
and State government approval; voter support; clarification of class 
II gaming to eliminate the abuses and loopholes, especially related 
to electronic bingo games. 

In closing, I reiterate my plea and urge you to make immediate 
action to impose a moratorium to save jobs in Michigan and to not 
put more families at risk. 

Thank you. 

[Prepared statement of Mr. Jandernoa appears in appendix.] 

The Chairman. Mr. Crosby, welcome. 

STATEMENT OF DAVID CROSBY, SANTA YNEZ, CA 

Mr. Crosby. Mr. Chairman, Senator Dorgan, and members of the 
committee, I am honored to be here today to speak with you. 

The issue that brings me here today is one of fairness, of justice, 
and of unintended consequences. In an effort to correct injustices 
done to the Native American tribes in the early days of our coun- 
try, the Government gave tribes the right to have gaming. Smart 
lawyers saw the opportunity to get around State laws against gam- 
ing and found financing to build Indian casinos. 

Whether you think gambling is an addiction or just a minor vice, 
casinos are not good neighbors. They say they put money into local 
economies, but the truth is that almost all of it goes out of town, 
out of State and offshore. They use our schools, roads, hospitals, 
firemen and police and they are not subject to our tax laws. 

They inevitably bring crime to a community. A 20-year veteran 
in law enforcement where I live estimated that 75 to 80 percent of 
all the crime in our valley was casino-related. I believe him. 

As disturbing as all this is, it is not my main issue here. The rea- 
son I come before your committee is the question of taking land 
into trust, particularly large tracts of land that are not contiguous 
to the reservation. We are now in a situation where the laws in- 
tended to give Indians a break are doing unfair and unjust harm 
to communities all over the country. 

At the center of this is zoning. I expect you can guess how com- 
pletely alien a subject like zoning was to a singer-songwriter, but 
circumstances forced me to learn. At the core of it, zoning is a com- 
pact between all the people in a town or a county to agree on what 
kind of place it will be to live and especially what kind of place it 
will be to raise our children. We in the Santa Ynez Valley through 
our elected officials voted to keep the agricultural and rural char- 
acter of our valley, and that is the main reason we live there. 
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Now, there are about 10,000 of us in the Santa Ynez Valley. The 
current laws make it possible for about 180 tribal members to cir- 
cumvent this zoning agreement as well as the building codes and 
the taxes completely, for profit. We have a developer named Fess 
Parker who sees this as a wonderful opportunity to partner with 
the tribe and thereby evade land-use restrictions and build a very 
large and completely inappropriate resort destination, a giant hotel 
and golf course complex, and although they deny it, we believe an- 
other casino. 

I believe the tribes have every right to buy any property they 
want with their money, just like any American. But if they are al- 
lowed to take these lands into the reservations, into trust, then de- 
velopers will be speed-dialing casino operators all over the country 
to take advantage of this loophole in the laws. 

How can this be fair? How can it be fair to give them rights we 
do not have, to exempt them from laws that we must obey? We ask 
you, please, to look at this nationwide problem and try to find a 
fair and just way to let the tribes invest and grow, but not destroy 
the surrounding communities in the process as they are doing in 
Santa Ynez. 

Thank you very much. 

[Prepared statement of Mr. Crosby appears in appendix.] 

The Chairman. Thank you very much, Mr. Crosby. 

Chairman Sprague, did you decide where you wanted the land 
taken into trust for your initial reservation, or did the Department 
tell you that there was a certain area where it would take land into 
trust for your reservation? 

Mr. Sprague. No, sir; we as a council decided where we would 
take land into trust. We were not dictated by the Bureau. 

The Chairman. Under normal procedures, your tribe’s engaging 
in gaming would require the approval of the Governor, is that cor- 
rect? Under normal procedures, I am talking about under IGRA. 

Mr. Sprague. We are a newly federally acknowledged tribe and 
we are going to use 

The Chairman. So this is an exception? 

Mr. Sprague. This is an exception. 

The Chairman. This does not require the approval of the Gov- 
ernor. 

Mr. Sprague. Right. 

The Chairman. Would you care to respond to Mr. Jandernoa’s 
comments that actually gaming is not helpful economically to the 
region? Would you identify yourself again, sir, for the record? 

Mr. Shagonaby. My name is John Shagonaby. I am the tribal 
council treasurer. 

The Chairman. Okay, thank you. Please proceed. 

Mr. Shagonaby. Yes; I would like to respond to that. We are the 
12th recognized tribe in the State. There are 11 tribes with com- 
pacts. They are operating casinos. We took a page from tribes on 
what their economies were in the State. 

It is demonstrated that their economies were gaming-related, so 
naturally we saw what they have done with their proceeds and 
what they have done for their communities. So that was a natural 
fit. After we polled our membership, they voted overwhelmingly to 
support it. I feel that we have worked as demonstrated by the 
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board with the local communities and they are very supportive of 
our project. 

The Chairman. My question was that Mr. Jandernoa asserts 
that there has been an actual decline in the economy, increase in 
crime, increase in bankruptcies, et cetera. Would you care to ad- 
dress that? 

Mr. Shagonaby. We did a study for the record and it showed 
that it will have a positive economic impact in the area. I think the 
Bureau agreed with us. 

The Chairman. Would you submit that for the record? 

Mr. Shagonaby. Yes. 

The Chairman. Thank you. 

Mr. Martin, your testimony is critical of so-called “reservation 
shopping” through assertion of land claims. Yet several tribes that 
are members of your organization were able to successfully nego- 
tiate land claims that resulted in lands that were subsequently 
used for casinos. How do you distinguish between these situations? 

Mr. Martin. In those instances, Mr. Chairman, those were relat- 
ed to land claims and to land taken into trust were in their aborigi- 
nal lands in the State into which they were currently occupying. 

The Chairman. So you feel there is a significant difference in 
some of the practices you see going on between that that you see 
ongoing today, as opposed to the way that tribal members of your 
organization, tribes that are members of your organization were 
able to take land into trust and engage in gaming? 

Mr. Martin. Yes, sir. 

The Chairman. And repeat to me again how that is different? 

Mr. Martin. The individual tribes of our organization had land 
claims and they took land into trust associated with those land 
claims in the State into which they were occupied at that given 
time. They did not jump across State lines or even across multiple 
States to take this land into trust. It was associated with their ab- 
original lands. 

The Chairman. What about if a tribe has aboriginal land in an- 
other State? 

Mr. Martin. In those areas, it would have to be judged on a 
case-by-case basis. Our point in those particular areas is that many 
times, and as you talked earlier with Mr. Skibine, it is also percep- 
tion as much as reality. We are trying to assist the committee and 
offer suggestions on areas to curtail the perception. 

A few tribes, and I am not saying it is just running rampant all 
over, but you come to a few tribes that are being I believe misused 
by developers that create false expectations to those tribes, and try 
to look for loopholes and the stick of potential litigation. And then 
they are being encouraged even by Governors in States to want to 
look for revenue sharing and those types of things. 

We believe that it should be judged on a case-by-case basis, but 
there should be some clarity brought to the regulations, and if not 
enough clarity to those regulations, then legislation that would 
bring a systematic and much more thorough review of these land- 
into-trust applications, particularly just for gaming. 

The Chairman. Mr. Jandernoa, Chairman Sprague showed a 
pretty impressive display of local support for his tribe and their en- 
tering into gaming activities. How do you respond to that? 
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Mr. Jandernoa. I think, Senator, the big issue conies around 
what you call the local community or the regional area. In the slide 
that was shown there, and it will, and we acknowledge, and the 
economic study clearly states there will be jobs added in that small 
area, within that 10-mile radius, that will affect and add jobs. 

But the economic studies show and the facts show those jobs are 
going to come from surrounding areas. It will come into Allegan. 
We have 2,500 employees in Allegan at Perrigo Company, my com- 
pany. And the jobs will come from Kalamazoo and Holland and 
Allegan itself and Grand Rapids into the Wayland area. We do not 
dispute that there will be jobs added, but they are not new incre- 
mental jobs to the entire area. 

The other study shows and the impact shows in Detroit particu- 
larly, which is where they did a lot of the analysis, that the expec- 
tation and the profits 

The Chairman. Those were non-Indian casinos. 

Mr. Jandernoa. Two were non-Indian and one was an Indian, 
but again it is a casino. Again, we do not have anything against 
the tribal casinos themselves, or the tribes. It is the issue of a ca- 
sino and its impact, unfortunately, on many people. 

The Chairman. Look, I do not pretend to be an expert on the 
Michigan economy, and I know to at least some degree you are, but 
everybody I talk to says that the reason why the State’s economy 
is in trouble is because they are experiencing the most wrenching 
transition from a manufacturing-based economy to trying to grap- 
ple with a world global manufacturing situation which is putting 
many of them out of business or in serious difficulty. I had never 
heard that Indian gaming impacted the State’s economy either 
way. 

Go ahead. 

Mr. Jandernoa. Yes; I think you are absolutely right. We are 
suffering a crisis in Michigan in jobs in our area, both from the 
automotive industry and particularly in our area, the furniture in- 
dustry. China has had an incredible affect on us, and Japan is 
making more of the auto parts. So if you look at the United States 
big three share of cars, our jobs, which have been in Michigan, are 
going to Japan for the most part making those parts. 

So we are affected, but it is our productivity. Our company, 
Perrigo, has grown from 200 to 2,500 right in Allegan, and we have 
done that because we are the most productive and we have the best 
quality. We cannot afford to have our employees tardy or absent in 
keeping up that quality because we are competing with China and 
India now. We need the jobs we have. We cannot afford to put 
those employees at risk of doing a great job for us. We want to cre- 
ate opportunities for them to be successful, not to be distracted. 

The Chairman. Mr. Crosby, the BIA testified that local commu- 
nities are able to participate in the land-into-trust process. Did you 
or any of your neighbors participate, have the opportunity to par- 
ticipate and have your comments considered? 

Mr. Crosby. We participated in town meetings. 

The Chairman. With the BIA? 

Mr. Crosby. Well, BIA has been present at some of them. These 
were called by members of our board of supervisors, and represent- 
atives from the BIA came. We have unanimously expressed our dis- 
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approval and pretty clearly. The impact on towns is an interesting 
subject and you will hear testimony on both sides of it. 

I think it would help a great deal if you called to witness here 
some of the law enforcement people from towns where casinos are 
and asked them what the truth is. I think they will tell you. Casi- 
nos are not good neighbors. 

The Chairman. Did the BIA indicate that lands recently taken 
into trust would be eligible for gaming? 

Mr. Crosby. Yes; the lands that we were talking about were spe- 
cifically for that. 

The Chairman. You state that, and I quote from your statement, 
“land should be taken into trust only when truly needed to promote 
tribal self-sufficiency.” I think I agree with that statement. Would 
you consider the need for additional housing or a health clinic 
needed to promote tribal self-sufficiency? 

Mr. Crosby. Yes; I think those are legitimate. I even think that 
their wanting to have a casino is legitimate. What disturbs us is 
the idea that they can take large tracts, in particular in this case 
the center of our valley, into trust, off of the tax rolls, and out of 
zoning. Zoning is critical to this. Zoning is a compact between all 
of us who live there as to what kind of place it will be and how 
we can raise our kids. 

If they can absent themselves from these rules and laws, it is un- 
fair to all of the other people who live there. I think that is bla- 
tantly obvious. 

The Chairman. I am sure that some of our tribal leaders would 
respond to that by saying if they were subject to local zoning, it 
would be an infringement on tribal sovereignty, but also because 
of local situations, they might not do too well under it. This gets 
into the issue of tribal sovereignty, which is of course one which 
remains fraught with controversy. 

Finally, let me just say that the problem and dilemma that we 
face here on the committee as regards to Indian gaming, we can 
have our personal opinions as to the morality or immorality, as you 
mentioned, whether it is addictive or not. I leave that up to ex- 
perts. I do not in any way feel that I am a judge of that. 

But we do know that Native Americans have been deprived for 
400 years of their rights. They have been discriminated against. 
They have been underfunded. We have never complied with our 
treaty obligations. 

Finally, at least some tribes, through engaging in Indian gaming, 
have been able to profit and be able to take care of their tribal 
members. So this is a dilemma that we face, but I also agree with 
Mr. Martin, in particular, and other witnesses that it is time we 
reviewed a 17-year old piece of legislation and profited from the ex- 
periences that we have undergone, and make whatever necessary 
changes in order to deal with an $18. 5-billion and continuing to 
grow industry that, as I have repeatedly said, none of us ever an- 
ticipated would reach this size when we passed the act in 1988. 

It is going to be a delicate proposition, but for us not to go back 
and review and revise the legislation in light of how it has evolved 
I think would be an abrogation of our responsibilities. I agree with 
you, Mr. Crosby and Mr. Jandernoa, that there is some way that 
we have to try to get more local participation in the decisionmaking 
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process because I have seen the impact on local communities. Some 
of it is good, job creation. Some of it is bad, as we have seen in 
other aspects of social impact. 

So I thank the witnesses today and I thank you for being here. 
This is a very tough issue. 

Senator Dorgan. 

Senator Dorgan. Mr. Chairman, thank you. 

Again, I regret I missed several of your presentations. I have 
read them, but I am going to get called away again for the markup 
that we are doing just downstairs on energy. 

I am with all my might trying not to respond to the question of 
competition with China and India. It is considered old-fashioned 
and somehow out of favor for us to provide benefits to workers and 
that sort of thing. I will save that for another hearing, Mr. Chair- 
man. 

Let me talk just for 1 moment, or let me just ask a couple of 
questions about this issue. First of all, I think I have said, and I 
think we acknowledge there is a very big difference in taking land 
into trust for beneficial use of tribes who live, in many cases, in 
third world conditions in this country. 

I know the names of people who have died in bed because they 
froze to death on Indian reservations. I know the names of kids 
who have been severely beaten because there were not enough so- 
cial workers to put them in a foster home where they were going 
to be cared for safely. I can go through the whole litany of edu- 
cation, health care, housing, and the crisis that exists on reserva- 
tions in this country. 

So the ability to take land into trust for beneficial use of tribes 
is very important. It is a very different issue than the question of 
a tribe wishing to find a parcel of land on which to build a casino. 

Now, the issue of Indian gaming is also an issue of sovereignty. 
That was dealt with by the courts and then we passed legislation 
dealing with it. We are continuing to discuss the conditions of all 
of that. Of course, at this table now we have examples of local dis- 
putes about the subject. Let me ask Chairman Sprague, why did 
the tribe when you decided to engage in gaming and build a casino, 
decide to choose an outside investor? 

Mr. Sprague. Sir, we chose an outside investor because the tribe 
has no money. 

Senator Dorgan. Short answer, isn’t it? [Laughter.] 

And, Mr. Jandernoa, so we know a bit about the financial capa- 
bilities of what you are trying to do based on the outside investor 
you chose, Mr. Jandernoa, who are the people who have contrib- 
uted to your effort to attempt to stop this casino? 

Mr. Jandernoa. It is a grassroots effort, mainly people in West 
Michigan, Allegan, Grand Rapids, Ottawa County. Mainly in that 
area, and Kalamazoo County. 

Senator Dorgan. Mr. Crosby, you talked about the 6.9 acres of 
land, and then apparently there is another 5.8 acres. So 6.9 acres 
is in trust now; another 5.8 acres is being requested to be taken 
into trust. Yet in your testimony, you also talk about Fess Parker. 
Is that the Fess Parker that I remember? 

Mr. Crosby. Yes. 
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Senator Dorgan. Fess Parker wanting to develop 745 acres of 
land by transferring it to an Indian tribe. Is that your biggest con- 
cern, the potential development of the 745 acres if that land is 
taken into trust? 

Mr. Crosby. Yes, sir; it is. The other two serve as precursors, 
though, and would set a precedent, and we are appealing them, 
and we are trying to slow them up if we possibly can. We feel help- 
less, and I think you will find this in communities all around the 
country that are trying to deal with this. We feel helpless. We feel 
powerless. We feel that they have in the case of the people that we 
are up against, they have $200 million a year. For a citizen to 
stand up against that is a really difficult thing. 

Senator Dorgan. I am not a big fan of gaming because I have 
never been a big fan of doing something at which you are destined 
to lose. The odds are always against you, not those who run the 
gaming, but against those who show up on a Saturday afternoon 
for the purpose of the sport of gaming. The odds are against them. 

Having said that, I am not somebody who believes that we ought 
to stop it or believes it is immoral to have a gaming facility some- 
where. So the question is not whether it should be conducted, the 
question is where and how, and especially with respect to Native 
Americans, I believe there are problems with respect to addiction 
and there are problems with people gaming who should not be 
gaming. 

But I know that there are revenues that are now coming from 
Indian gaming facilities that are going into the social service struc- 
ture of tribes and that are being helpful to invest in the lives of 
tribal members, many of whom are living in third world conditions. 

So as the chairman indicated in his conclusion, this is a difficult 
issue. You heard the opening testimony today by the official from 
the Department of the Interior. These are difficult questions. We 
would all like to see expeditious judgments by governmental bodies 
on questions that are presented to it, and yet somehow in not just 
this hearing, but in previous hearings, we always see that these 
things stretch out and take forever. But in many cases, they take 
a long time because they are just enormously complicated. 

This committee is paying attention to this because we think it is 
important. Mr. Chairman, I appreciate the opportunity today, even 
though I have had to bifurcate my presence here a bit. 

Thank you very much for coming and presenting your testimony 
today as witnesses. It will give us an opportunity to further con- 
sider many of these issues as we proceed with our agenda this 
year. 

The Chairman. Thank you. Senator Dorgan. 

Would the witnesses care to make any final comments? Chair- 
man Sprague? 

Mr. Sprague. No final comments. Chairman McCain. 

The Chairman. Mr. Martin? 

Mr. Martin. Yes, sir; Senator McCain and Senator Dorgan, 
USET stands ready to work with this committee to try to assist in 
bringing about some recommendations that could bring some clar- 
ity to this issue, that strikes a balance between protecting individ- 
ual Indian rights of self-determination while protecting those same 
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individuals from some shady and unscrupulous types of individ- 
uals. 

The Chairman. Thank you very much. 

Mr. Jandernoa? 

Mr. Jandernoa. Senator McCain, I appreciate your giving us the 
opportunity to talk with you. I know this jobs issue is one you are 
hearing about a lot, but it has got to be important to all of us in 
our country, and particularly in saving manufacturing jobs. That 
has been my life in the manufacturing segment, and I just want 
to save more manufacturing jobs. 

So I think we have to continue to look at that. That is why I 
would ask that if you could, as a committee, take a look at this in- 
formation; take the time to study it; and put a moratorium on ex- 
panding Indian gaming until you understand it. Because if we go 
along a few more years, that is more jobs that are lost and you can- 
not get them back. 

One other aspect that has the job and economics is another issue 
that I think needs to be investigated before you go further and 
allow more land in trust for gaming is the environmental issue. 
You have a Clean Air Act. We are in West Michigan. We have 14 
counties in violation of the Clean Air Act, and none of it is because 
of what we do in West Michigan. 

Unfortunately, we are just a little bit east of Chicago and Gary, 
Indiana, and the clean air gets spoiled here. You have a Clean Air 
Act and a sovereign nation, and the 1988 act did not include that; 
when IGRA was passed, you did not consider how that would affect 
businesses and local communities. I really think it is imperative 
that, and it is another reason that for communities that needs to 
be re-looked at now. 

The Chairman. Thank you. 

Mr. Crosby? 

Mr. Crosby. I believe you said at the outset that our written tes- 
timony was going to be taken into the record. 

The Chairman. Yes. 

Mr. Crosby. I have an ad here, the Silk Group: 

We are a substantial organization, an investment group with casino and real es- 
tate interests, and are actively seeking opportunities in the Native American casino 
area. We have immediate availability of funds for investment in casino resort devel- 
opment in the California area. If you are qualified with a tribal compact and/or land 
in trust, please contact us for confidential discussion of your development plans. 

This was in the Desert Sun newspaper. So we are talking about 
a pretty rampant situation in terms of trying to get this money. 

I would like to include it in the record if it is all right. We have 
also maps and other supportive data. There are three very, very 
strong articles that were in the L.A. Times that make many of 
these points for us. 

The Chairman. That will be included in the record. Thank you. 

Mr. Crosby. I thank you. Senator, very much for allowing me to 
come. Thank you, sir. 

The Chairman. Without objection, I thank the witnesses. 

The hearing is adjourned. 

[Whereupon, at 11 a.m., the committee was adjourned, to recon- 
vene at the call of the Chair.] 
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Prepared Statement of Hon. Dale E. Kildee, U.S. Representative from 

Michigan 

Mr. Chairman, I want to thank you for giving me the opportunity to submit a 
statement to the Senate Committee on Indian Affairs for today’s hearing on taking 
land into trust. I want to acknowledge one of your witnesses from the great State 
of Michigan: Chairman D.K. Sprague of the Gun Lake Tribe, an honorable man who 
served in our country’s combat military in Vietnam. 

Mr. Chairman, like you, I am an ardent supporter of furthering the policy of In- 
dian self determination, providing justice to our country’s first Americans, and 
against the past policies of the United States designed to terminate tribal nations 
and their culture. 

Like so many tribes before them, the Gun Lake Tribe was a victim of those de- 
plorable policies. For several years the tribe fought to reclaim their Federal status 
as an Indian tribe. Having petitioned the Bureau of Indian Affairs for Federal ac- 
knowledgment in 1992, the tribe was finally recognized through the very difficult 
administrative process of the Bureau of Indian Affairs in 1999. 

Even though the tribe administers Federal programs and provides services to its 
citizens, the tribe still does not have a land base over which to exercise govern- 
mental authority. 

Congress passed the Indian Reorganization Act of 1934 to, among other things, 
help tribes rebuild a land base on which they can build houses for their citizens, 
provide employment opportunities, maintain a justice system, and support an edu- 
cational system for their children. The Department of the Interior implements that 
law through its regulations at 25 CFR Part 151. 

The Gun Lake Tribe has complied with the Federal requirements for taking land 
in trust. Just last week, the Department of the Interior published a notice in the 
Federal Register of its intent to take 147 acres of land into trust for the tribe. The 
land, located in western Michigan, is part of the tribe’s aboriginal lands. In addition, 
the Department of the Interior determined that the tribe meets the requirements 
of the Indian Gaming Regulatory Act exception at 25 USC 2791 (b)(l)(13)(ii) that 
allows gaming on land acquired after October 17, 1988. 

Mr. Chairman, the tribe has painstakingly complied with every Federal law and 
requirement in order to achieve Federal Acknowledgement, Land into Trust, and the 
opportunity to operate a gaming facility. 

I Also point out that the tribe has worked diligently at building strong local com- 
munity and governmental support. 

I commend the tribe for playing by the rules we established. 

Thank You 
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Prepared Statement of George T. Skibine, Acting Deputy Assistant Sec- 
retary — Indian Affairs for Policy and Economic Development, Department 

OF the Interior 

Good morning, Mr. Chairman and members of the committee. My name is George 
Skibine, and I am the Acting Deputy Assistant Secretary for Policy and Economic 
Development for Indian Affairs at the Department of the Interior. I am pleased to 
be here today to discuss the role of the Department in taking land into trust and 
the procedures used when the land is for gaming purposes. 

The Department manages approximately 46 million acres of land held in trust for 
Indian tribes. The basis for the administrative decision to place land into trust for 
the benefit of an Indian tribe is established either by a specific statute applying to 
a tribe, or by section 5 of the Indian Reorganization Act of 1934 [IRA], which au- 
thorizes the Secretary to acquire land in trust for Indians “within or without exist- 
ing reservations.” Under these authorities, the Secretary applies her discretion after 
consideration of the criteria for trust acquisitions in our “151” regulations [25 CFR 
Part 151], unless the acquisition is legislatively mandated. 

The regulations, first published in 1980, provide that upon receipt of an applica- 
tion to acquire land in trust the Bureau of Indian Affairs [BIA] will notify state and 
local governments having regulatory jurisdiction over the land of the application 
and request their comments concerning potential impacts on regulatory jurisdiction, 
real property taxes, and special assessments. In reviewing a tribe’s application to 
acquire land in trust, the Secretary considers the: need; purposes; statutory author- 
ity; jurisdictional and land use concerns; the impact of removing the land from the 
tax rolls; the BIA’s ability to manage the land; and compliance with all necessary 
environmental laws. 

The regulations impose additional requirements for approval of tribal off-reserva- 
tion acquisitions. The Secretary is required to consider the: location of the land rel- 
ative to state boundaries; distance of the land from the tribe’s reservation; business 
plan; and state and local government impact comments. In doing so, the Secretary 
“shall give greater scrutiny to the tribe’s justification of anticipated benefits from 
the acquisition . . . [and] greater weight to the concerns raised” hy the local commu- 
nity the farther the proposed acquisition is from the tribe’s reservation. 

When the acquisition is intended for gaining, consideration of the requirements 
of the Indian Gaming Regulatory Act of 1988 [IGRA] are simultaneously applied to 
the decision whether to take the land into trust. Section 20 of IGRA does not pro- 
vide authority to take land into trust for Indian tribes. Rather, it is a separate and 
independent requirement to be considered before gaming activities can be conducted 
on land taken into trust after October 17, 1988, the date IGRA was enacted into 
law. Specifically, Section 20 provides that if lands are acquired in trust after Octo- 
ber 17, 1988, the lands may not be used for gaming, unless one of the following stat- 
utory exceptions applies: 

(1) The lands are located within or contiguous to the boundaries of the tribe’s res- 
ervation as it existed on October 17, 1988; 

(2) The Indian tribe has no reservation on October 17, 1988 and the trust lands 
are located in Oklahoma and (i) are within the boundaries of the Indian tribe’s 
former reservation, as defined by the Secretary, or (ii) are contiguous to other land 
held in trust ort restricted fee status for the Indian tribe in Oklahoma; 

(3) The tribe has no reservation on October 17, 1988, and “the lands are located 
. . . within the Indian tribe’s last recognized reservation within the state or states 
where the tribe is presently located;” 

(4) The “lands are taken into trust as part of: (i) the settlement of a land claim; 
(ii) the initial reservation of an Indian tribe acknowledged by the Secretary under 
the Federal acknowledgment process; or (iii) the restoration of lands for an Indian 
tribe that is restored to Federal recognition.” 

During this Administration, the Secretary has approved eight applications to take 
land into trust that have qualified under these various exceptions to the gaining 
prohibition contained in section 20 of IGRA. Of these eight, three were on-reserva- 
tion acquisitions (Suquamish, Picayune, and Skokomish), three were acquisition of 
restored lands for restored tribes (Little Traverse Bay Band, Ponca Tribe of Ne- 
braska, and United Auburn of California), one was for a newly federally acknowl- 
edged tribe under the acknowledgment process (Nottawaseppi Huron Potawatomi), 
and one was for lands acquired in trust as part of the settlement of a land claim 
(Seneca Nation of New York). 

Finally, an Indian tribe may also conduct gaming activities on after-acquired trust 
land if it meets the requirements of section 20(b)(1)(A) of IGRA, the so-called “two- 
part determination” exception. Under section 20(b)(1)(A): 
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(1) Gaming can occur on the land if the Secretary, after consultation with appro- 
priate state and local officials, and officials of nearby tribes, determines that a gam- 
ing establishment on newly acquired land will be in the best interest of the tribe 
and its members, and would not be detrimental to the surrounding community, but: 

(2) Only if the Governor of the State in which the gaining activities are to occur 
concurs in the Secretary’s determination. 

Since 1988, State Governors have concurred in only three positive two-part deter- 
minations for off-reservation gaming on trust lands: The Forest County Potawatomi 
gaining establishment in Milwaukee, WI; the Kalispel Tribe gaming establishment 
in Airway Heights, WA; and the Keweenaw Bay Indian Community gaining estab- 
lishment near Marquette, MI. During this Administration, the Secretaiy has made 
two such affirmative determinations: One for three Wisconsin tribes seeking a gain- 
ing establishment in Hudson, WI, and the other for the Jena Band of Choctaw seek- 
ing a gaining establishment in Logansport, LA. In both cases, the Governors of the 
affected States have refused to concur in the Secretary’s determinations. 

Currently, there are 11 applications for two-part determinations under section 
20(b)(1)(A) pending with the BIA for sites in New York, Wisconsin, Michigan, Cali- 
fornia, and Oregon. Of these, only one concerns the proposed acquisition of land in 
a State other than where the tribe is currently located. However, more applications 
are rumored to be in development for cross-State acquisitions, including potential 
applications in Ohio, Colorado, Illinois, and New York. It is within the context of 
this emerging trend that Secretary Norton has raised the question of whether Sec- 
tion 20(b)(1)(A) provides her with sufficient discretion to approve or disapprove gam- 
ing on off-reservation trust lands that are great distances from their reservations, 
so-called “far-flung lands.” We have spent substantial effort examining the overall 
statutory scheme that Congress has formulated in the area of Indian self-determina- 
tion and economic development. This includes a careful examination of what Con- 
gress intended when it enacted Section 20 (b)(1)(A). Our review suggests that Con- 
gress sought to establish a unique balance of interests. The statute plainly delin- 
eates the discretion of the Secretary, limiting her focus to two statutory prongs. 
Also, by requiring that the Governor of the affected state concur in the Secretary’s 
determination, the statute acknowledges that in a difference of opinion between a 
sovereign tribe and an affected State, the State prevails. Further, at least on its 
face. Section 20(b)(1)(A) does not contain any express limitation on the distance be- 
tween the proposed gaming establishment and the tribe’s reservation, nor is the 
presence of state boundaries between the proposed gaining establishment and the 
tribe’s reservation a factor. 

Our review indicates that the role of the Secretary under section 20(b)(1)(A) is 
limited to making objective findings of fact regarding the best interests of the tribe 
and its members, and any detriment to the surrounding community. Therefore, 
while the trust acquisition regulations provide broader discretion. Section 
20(b)(1)(A) does not authorize the Secretary to consider other criteria in making her 
two-part determination, thus limiting her decisionmaking discretion to 3 that de- 
gree. It should be noted that neither this Administration, nor previous ones, have 
ever approved a two-part determination under Section 20(b)(1)(A) of IGRA that 
would authorize a tribe to engage in gaming activities on land located in a State 
other than where the tribe is presently located. Although off-reservation acquisitions 
for gaining under Section 20(b)(1)(A) are subjected to a very lengthy approval proc- 
ess, potential ventures between tribes and their financial partners keep emerging 
because neither IGRA nor the main land acquisition authority in the Indian Reorga- 
nization Act, or regulations promulgated thereunder, close the door on these 
projects. In our view, Section 20 of IGRA reflects Congressional intent to impose a 
prohibition on gaming on lands acquired in trust after enactment of the statute. Sec- 
tion 20 does contain a series of exceptions discussed above, but we do not believe 
that it was the intent of Congress that the exceptions swallow the rule. 

In addition, there have been instances where an Indian tribe submitted an appli- 
cation to take land into trust for a non-gaming purpose, and subsequently attempted 
to change the use of the property to gaming. While this practice is discouraged, it 
is possible because the United States does not permit deed restrictions to be at- 
tached to land owned by the Government, and trust lands are lands owned in fee 
by the United States for the benefit of an Indian tribe. It should be stressed that 
Section 20 prohibits all Indian gaining on land acquired after October 1988, and this 
prohibition applies regardless of the original purpose for which the land was ac- 
quired. Absent an exception under Section 20(b), a tribe would still be required to 
secure a favorable two-part determination including concurrence by the State Gov- 
ernor in order to legally engage in Indian gaming on that land. It is also important 
to emphasize that before trust land can be used for gaming, even if acquired for an- 
other purpose, it must meet other requirements of IGRA, which include a deter- 
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mination that the land in question is “Indian land” over which the trihe exercises 
jurisdiction and over which it exercises governmental power; receive approval of a 
gaming ordinance by the Chairman of the National Indian Gaming Commission; 
and receive approval of a tribal/state gaming compact by the Secretary if the tribe 
is seeking to engage in class III gaining activities on the land. 

Taking land into trust is an important decision not only for the tribe seeking the 
determination but for the local community the land is located in. The regulations 
seek to ensure that the local community is kept informed and allowed to participate 
in the process. Any community comments received are considered before a deter- 
mination is made whether to take the land into trust. The tribe and the public are 
also given an opportunity to appeal to Federal court. 

In addition, the Department recognizes the growing concerns about land venue 
shopping by tribes, especially for gaining purposes, and the concerns some have ex- 
pressed about efforts to take developed (or land with development potential) land 
into trust. We are evaluating closely the expansion of tribal interests in filing fee- 
into-trust applications for sites ever more distant from current geographic locations 
or for sites with significant implications for State and local jurisdictions. 

Under 25 C.F.R. parts 151.10 and 151.11 the Department is required to consider, 
when determining whether to take land into trust, whether the BIA is equipped to 
discharge the additional responsibilities resulting from the acquisition of land in 
trust status. The Department is also evaluating the implications of taking land into 
trust on other issues such as land fractionation. For example, the Department and 
Congress have been actively engaged in efforts designed to reverse the negative ef- 
fects of fractionation on individual Indian allotments. As such, it may be prudent 
to consider whether steps should be taken to limit, or eliminate, efforts to take land 
into trust for individual Indians as one additional means of preventing future frac- 
tionation. 

While the Department has not made any decisions to alter the status quo, we rec- 
ognize serious concerns exist. The Department will, of course, communicate and 
work with Congress and other affected parties if significant changes are proposed 
for the fee-into-trust program. 

This concludes my remarks. I will be happy to answer any questions the commit- 
tee may have. Thank you. 


Prepared Statement of Michael Toledo, Jr., Governor, Pueblo of Jemez, 

New Mexico 

Mr. Chairman and members of the committee: 

I am Michael Toledo, Jr., Governor of the Pueblo of Jemez in New Mexico. Thank 
you for the opportunity to submit testimony for the record. 

The Pueblo of Jemez is located 45 miles northwest of Albuquerque in rural north- 
ern New Mexico with a resident tribal population of approximately 3,200 members. 
The Pueblo is 90,000 acres located in a remote area near no major population cen- 
ters. The Pueblo’s current reservation lands are not conducive to establishing a 
gaming facility for several reasons. There are no major interstate highways travers- 
ing the Pueblo lands and the markets for gaining by seven neighboring Pueblos who 
already have gaming facilities in operation have saturated the potential market. 
The other Pueblos are building hotels, golf courses, and other amenities that would 
make it impossible for us to entice people to drive by these facilities to come to re- 
mote Jemez. Their locations are on the Interstate and much closer to Albuquerque 
and Santa Fe. Our reservation is on a two-lane road. There are only 6,000 people 
within a 20-mile radius of the Jemez Pueblo. 

We first explored whether we could open a casino on our current lands. We were 
told that any type of casino would be a financial failure. We were essentially told, 
“Don’t waste your time.” To quote the GVA Marquette Economic Feasibility Study 
on Gaming at the Pueblo of Jemez, New Mexico dated August 2004: “. . . we suggest 
that you seek an alternative location.” We also received several letters from poten- 
tial Wall Street firms who specialize in financing casino. They confirmed that tr3dng 
to open a casino on our tribal lands was an impossibility. 

In December 2004, our Pueblo filed its section 20 application for land into trust 
so that we could have a casino and a revenue stream to make possible some very 
basic human needs for our Pueblo. We have spent countless hours in the develop- 
ment of the application. The filing of our application was a milestone for us which 
represented our hope for the future. For the first time, we have an opportunity of 
achieving economic self-sufficiency. 

Having recently filed our trust application, we’ve learned that the existing section 
20 process isn’t easy. It has several, very high thresholds. Consequently, only four 
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applications have been approved by the Department of the Interior and only three 
casinos have been built under the process. We think the process could be improved, 
however. We would welcome any steps to make the process more transparent. We 
would also welcome changes to the section 20 process that make it more deadline- 
driven. The BIA, the Office of Indian Gaming and other offices involved should be 
given adequate time to review applications, but it would be immensely helpful if 
hard deadlines for completing internal reviews and for making decisions were part 
of the process. 

Mr. Chairman, we are in the middle of the application process, and even without 
a change in IGRA, we see the process getting harder. The EIS requirement is one 
example. Since the beginning of last year, it has been the Department of Justice’s 
recommendation that every casino application include an EIS regardless of the envi- 
ronmental impact. This requirement imposes cost and delay not contemplated when 
IGRA was enacted. It was a cost and delay that we did not fully expect when we 
started our project. The EIS process is long and is an open invitation for the opposi- 
tion to abuse the process. 

To our Pueblo, the off-reservation gaming provisions of the Indian Gaming Regu- 
latory Gaming Act [IGRA] are the “Equal Opportunity Provisions” of the law. IGRA 
was designed to encourage better, stronger tribal governments, self-determination 
and economic opportunity. These provisions are also our best hope to meet our tribal 
needs-needs that have gone unmet for decades — needs that have not been provided 
funding by the Federal Government because of budget cuts. The provisions of sec- 
tion 20, gives a tribe like the Pueblo of Jemez with a remote location an opportunity 
to be part of the process. There is no equal opportunity under IGRA if consideration 
is being given to changing section 20. 

We are a poor tribe with a remote location and with little economic development 
on our reservation. Our economic development is a convenience store with eight gas 
pumps on a two-lane road. Our Pueblo is 3,200 member strong and continuously 
growing. The growth of the Pueblo creates a heavy burden and puts a real strain 
on the Pueblo’s infrastructure such that we are unable to provide adequate govern- 
mental services. With the recent trend in Federal budget cuts resulting in less 
money being available for the tribe we have no place else to turn but to look for 
opportunities like developing a casino outside our reservation. We do not have a ca- 
sino. 

In designing our project, we gave careful thought to not encroach upon the pri- 
mary market of other federally recognized tribe’s who are eligible to game. We have 
selected a location in our home State, as close to our reservation as possible, taking 
into account economic viability for the casino. We want to game in our state, but 
do not want to encroach on other gaming tribes’ primary market. In order to accom- 
modate this objective, our proposed site is in Anthony, NM, 293 miles from our res- 
ervation. Dona Ana County is the closest population center sufficiently large enough 
to support a successful casino. The Pueblo believes that partners with similar needs 
and goals are the best partners. Anthony, NM is an unincorporated area with strik- 
ingly similar demographics, infrastructure and community needs as the Pueblo of 
Jemez. 

The 293 miles between the Pueblo’s reservation and Anthony, NM, our proposed 
site, may sound like a long distance, but the geography and demographics should 
be more important than the odometer. Between the Pueblo of Jemez and our pro- 
posed site, there is a lot of open space, a lot of Federal land, some great ranches 
and farms, some oil and gas fields, some potash mines, and very few people. It is 
a sparsely and scattered population. Most of the towns are as small as the Pueblo 
of Jemez, and few are larger than 20,000. Anthony is the closest location to our 
Pueblo that would support a viable a casino based on our GVA Marquette Advisers 
Study. 

Our project enjoys tremendous local support. Our casino project enjoys 76 percent 
strong support based on an objective poll conducted in December 2004. The support 
for our casino is evidenced by 11,000 signatures on a petition circulated in Anthony. 
We found our local community very reasonable, but not every tribe may have the 
same experience. We were asked about giving a percentage of the casino business 
equal to the State’s share to one faction of a local group. We were also asked to 
fund some unrelated pet economic development projects of some of the people with 
which we met. We did neither because we did not believe IGRA allowed it, or that 
the Secretary of the Interior would approve it. We did however enter into an Inter- 
governmental Agreement with Dona Ana County to pay for governmental services 
that would be impacted by our proposed casino. Coming into a community like An- 
thony we know that the casino would create additional burdens for the community. 
Given the growing pains that we are experiencing at our Pueblo, we felt that it was 
only fair and reasonable to pay for some of these services such as police, fire and 
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emergency medical services. We want to be a good neighbor, and a welcome addition 
to the community. 

In selecting our site, we insisted upon a county that already had gaming. Dona 
Ana County, New Mexico has a racetrack and slot machines. The slot machines are 
often three-deep with people waiting for a turn to play. We did not want to intro- 
duce gaming into a county that had not already allowed it. There are 2.2 million 
people and 700 slot machines in our projected market area. This compares to 
786,000 people near Albuquerque, 7 casino/resorts and 7,250 slot machines. Our 
market study concluded that the Anthony, NM area was underserved for gaming. 

As I am sure you remember, when Congress passed IGRA the “cooperative fed- 
eralism” of the Equal Opportunity provisions of section 20 were carefully crafted 
and designed to allow off-reservation gaming under circumstances, if and only if, all 
levels of government were consulted. Local governments are consulted to make sure 
there is no local detriment. The Secretary of the Interior also has to carefully evalu- 
ate the best economic interests of the tribe applying for the land and the gaining. 
The State legislatures were given the authority to set the general rules for entering 
into compacts and for gaming in the State. Congress wisely did not give them a role 
in micromanaging every application, second guessing the experts or overly politiciz- 
ing the process. This past legislative session in New Mexico a bill was introduced 
to require a case-by-case approval of off-reservation applications, second guessing 
the Secretary of the Interior and t 3 dng the hands of the Governor. Your committee 
might consider clarifying State legislatures’ roles. Under current law the States’ in- 
terests and power to approve or not approve an application was vested with the 
Governor because he represents the entire state and stands for election among all 
the people not just certain special interests. 

Several weeks ago the CBS affiliate in El Paso aired a special edition on our 
project. I would like to make the transcript of that video part of the record. The 
video link, should you like to see it, it is available at AnthonyCasinoFacts.Com. 
Click on “Latest Press Information” Click on “Who are the Jemez? A Tale of Two 
Communities and Two Cultures.” There is a little video camera icon. Click on it to 
watch the video. 

Off-reservation gaming is an important option for Jemez Puehlo. The Pueblo 
struggles with the need to bring in revenues to provide basic governmental services 
ranging from health care, law enforcement, water and sewer, housing, emergency 
medical services, education and others. The tribal administration has relied heavily 
on Federal grants and State and Federal appropriations to try to meet the needs 
of the Pueblo in providing the essential governmental services. Even with the funds 
received the Pueblo still has shortfalls. The grants and appropriations the Pueblo 
receives is always decreasing sometimes not available. The Pueblo itself has very 
limited financial resources. 

We very carefully began this journey to open a casino and to be able to use the 
revenue to help our people. Our project is justified under current law. If there is 
to be any changes to IGRA as a result of the committee’s oversight hearings, we 
hope that you will take steps to make sure that the processing of applications does 
not stop while Congress considers legislation. We hope that you will consider an 
amendment which provides that applications started under the section 20 process 
can be completed under that process. 

Thank you for providing an opportunity for us to comment and to tell you about 
our application. 
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The Cowlitz Indian Tribe 

Statement Regarding Fee-To-Trust 
Submitted in Conjunction with May 18, 2005 Hearing 


Introduction 

Mr. Chairman and esteemed members of the Committee, the CowKtz Indian Tribe of 
Washington (“Cowlitz Tribe”) respectfully submits the following statement for the Committee’s 
consideration in conjunction with its May 1 8, 2005 Oversight Hearing on Taking Land Into Trust. 

Just a few weeks ago I testified on behalf of the Cowlitz Tribe before this Committee 
regarding the incredible burdens imposed on our Tribe by the Department of the Interior’s 
administrative Federal Acknowledgment Process (“FAP”). I also testified reading the challenges 
that we face as a newly recognized, landless tribe. And there is no challenge greater, no obstacle 
more difficult, no one issue which has caused my people more pain, than our efforts for nearly a 
century and a half to obtain trust land and have it proclaimed to be our reservation. 

The Bureau of Indian Affairs’ current approach to both trust acquisitions and reservation 
proclamations is almost as costly and unwieldy as the recognition process — with perhaps just as 
much uncertainty. Indeed, the cost of completing the trust acquisition process (including NEPA 
compliance) and the reservation proclamation process far exceeds the costs of acquiring the land 
itself. This is a particularly heavy burden for a newly-recognized FAP tribe like Cowlitz, which has 
waited decades and expended hundreds of thousands of dollars to complete the acknowledgment 
process, leaving us with extremely limited resources to secure a land base from which to provide 
sorely needed governmental services for our members. The burdens are further compounded by the 
political controversy surrounding Indian gaming, which tends to portray aU tribes trying to acquire 
land for gaming as greedy reservation-shoppers. This skewed view often creates undue and unfair 
negative influence on the fee-to-trust acquisition process even when the tribal applicant is a 
destitute, landless, newly recognized tribe like the Cowlitz, simply trying to find a piece of land from 
which to start building a tribal government and an economy to help support our people. 

My testimony discusses the fee-to-trust and initial reservation proclamation processes, 
addresses the role of Indian gaming in connection with fee-to-trust acquisitions, and provides some 
suggestions for how the various processes can be improved. First, however, I wish to highlight the 
history of om Tribe as it relates to how we came to be unrecognized and landless in the first place. 
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Aa undej^tandtng of our history is absolutdy critical to an understanding of why we are particularly 
disadvantaged by the current fee-to-trust acquisition and initial reservation proclamation processes. 

A History of the Covtlitz Tribe 
AND How IT Became Landless 

The United States acquired the Oregon Territory from Great Britain pursuant to the Oregon 
Treaty in 1 846. In 1 853, the Washington Territory in turn was carved £com the Oregon Territory. 
l.ess than a year after the Washington Territory was created, the United States began to survey the 
Indian populations in western Washington to obtain land cessions from them. In 1854, Acting 
Commissioner of Indian Affairs Charles E. Mix instructed Washington territorial Governor Isaac 
Stevens to commence treaty negotiations with the Washington tribes. In February 1 855, Governor 
Stevens convened treaty ne^tiations with the Cowlitz and other tribes at the Chehalis River Treaty 
Council. The purpose of these negotiations was to obuin large land cessions from the tribes and to 
consolidate multiple tribes onto a smaller number of reservations. 

The Cowlitz agreed to cede lands to the United States, but treaty negotiations broke down 
because the Cowlitz refiised to accept a reservation outside of its traditional territory. As a result, 
the Cowlitz, unlike most other Washington State tribes, was left without a reserved land base. When 
an Executive Order opened up all of southwestern Washington to non-Indian settlement in 1863, 
the Cowlitz lost possession to all of its traditional lands — despite tiie fact that the Tribe had not 
signed a treaty ceding those lands, the Tube bad not been compensated for tiiose lands, and Indian 
title to those lands had never been extinguished by Congress. Within a short period of time the 
Cowlitz Tribe became entirely landless and its members were driven and scattered throughout 
Washington and Oregon. 

There were a few efforts to establish a reservation for my ancestors in the late nineteenth 
century, but by the early twentieth century the Bureau of Indian Affairs came to view itself as having 
no fiduciary obligations to my Tribe because we held no reservation lands. Within a short time, the 
United States began overtly to disavow any govemment-to-govemment relationship with the 
Cowlitz Tribe. 

Nevertheless, in the early 1 900s my Tribe reorganized, elected a governing body, and 
initiated a series of efforts to seek compensation and replace our lost aboriginal territory. Although 
several congressional bills were introduced in the 1920s and 1930s that would have given the Court 
of Claims jurisdiction to hear our claims against the United States, none ever became law. It was not 
until 1946, when Congress set up the Indian Claims Commission (ICC) to hear tribal claims against 
the United States, that the Cowlitz Tribe had a forum to pursue out claims. We filed suit in 1951, 
and in 1969 the ICC determined that we had exclusive use and occupation of a particular area of 
southwest Washington. It abo acknowledged that we had strong historical connections to additional 
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lands contiguous to our exclusive use and occupancy area, but because odier tribes had also 
occupied this area with the Cowlitz, we were not compensated for those lands. In 1973, in a 
settlement agreement between the Cowlitz and the United States, the ICC awarded the Tribe 
$1,500,000 to compensate us for the taking of our exclusively-used lands. (Thhi amounted to 
approximately ninety cents per acre.) 

In the 1970s and 1980s my Tribe insisted that federal legislation authorizing the ICC award 
include a pmvision setting aside money for tribal land acquisition so that we could buy back land 
lliat we had lost. But the Department of the Interior consistently opposed various versions of the 
settlement legislation over many years, objecting to the use of any settlement funds for land 
acquisition because the Cowlitz Tribe was not federally recognized. It was not until 2004, two years 
after we achieved recognition, and twenty-one years after the ICC awarded us compensation for our 
lost lands, that Interior withdrew its objection to our settlement award legislation and allowed die 
legislation to move forward widi a land acquisition provision intact The Cowlitz Indian Tribe 
Distribution of Judgment Funds Act, Pub. L. 108-222, 118 Stat 621, was signed by President Bush 
on April 30, 2004. Section 4(f)(1) allows us to use some of our settlement money for land 
acquisition. 

I repeat this history because it ihusdates not only how the federal government’s unfair 
treatment of my Tribe has resulted in years of suffering and pain for our people, but also the irony 
of out current landless status. In sum, the federal government refused to establish a reservation for 
us because we refused to leave our aboriginal territory, and then appropriated our lands for white 
settlement without compensation. The government then refused to continue to recognize us as a 
tribe because we had no reservation. When we finally were paid for the lands that were wrongfully 
taken from us, the federal government refused to allow us to use the settlement moneys to acquire 
replacement land because we were unrecognized. Now that we have endured and successfully 
completed the extremely onerous FAP process, the federal government forces us to jump ftirough 
the same fee-to-trust hoops as would a reservation tribe trying to move to a better gaming market. 
Surely the United States can do better to make things tight. 

The Fee-to-Trust Acquisition Process 

The Department of the Interior's fee-to-trust acquisition process is governed by the 
re^ilatioas foimd at 25 C.F.R. Part 1 51 . The regulations require that a tribe submit a written 
application tiiat contains the following information: the authority for the acquisition, the tribe’s 
need for the land, the purpose for which the land will be used, any impact on the State and its 
political subdivisions resulting from removal of the land firom the tax rolls, any jurisdictional 
problems and potential conflicts of land use which may arise, whether the BIA is equipped to 
discharge the additional responsibilities resulting from the acquisition of the land, and sufficient 
information so the Bureau can comply with its NEPA obligations and other Departmental 
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environmental requirements. The Bureau must notify affected state and local governments and 
allow them 30 days to provide written comments regarding the acquisition’s potential impacts on 
regulatory jurisdiction, real property taxes and spedal assessments. Tribes ako must provide title 
evidence to the Bureau, which typically requests that die Solicitor’s Office provide a tide opinion 
before acquiring any property in trust The tribe must cure any title defects identified that wotdd 
violate the Department of Justice title standards. 

Ironically, because we have no reservation, our efforts to acquire land for an initial 
reservation are subject to the additional requirements applicable to “off-reservation” acquisitions. 
Under these provisions, the Bureau must consider the location of the land relative to state 
boundaries and its distance fix)m the boundaries of the tribe’s reservation, giving greater scrutiny to 
the tribe’s justification of anticipated benefits and greater weight to any assertion by the State or 
local government tiiat the acquisition will negatively impact its regulatory jurisdiction, real property 
taxes and special assessments. It is little wonder that this requirement could adversely affect tribes 
like the Cowlitz that are effectively trying to “carve out” a reservation from an existing local 
jurisdiction that, for understandable reasons, may be hostile to the idea of losing land from die tax 
base and local regulatory authority over those lands. Tribes applying to acquire off-reservation land 
for business purposes must also provide a business plan that specifies the economic benefits 
anticipated. 

BIA also must comply with NEPA as part of its decision-making process for all 
discretionary trust acquisitions. As discussed in more detail below, BIA’s NEPA compliance 
procedures may be the most unwieldy and time-consuming aspect of the Part 151 process, 
particularly for gaming acquisitions that now ate almost always subject to preparation of an 
Environmental Impact Statement (EIS). Additional notice and comment procedures arc required 
for the EIS process that necessarily increase the time and effort spent on BIA’s NEPA compliance. 
In addition, BIA requires that tribal applicants foot the bill for its NEPA compliance, which can be 
extremely expensive. 

Typically, because of understaffing and backlogs, it will take the BIA months before it even 
begins consideration of a fee-to-trust application, and in most cases, the entire process takes years to 
complete. All gaming acquisitions (and the related NEPA documentation) arc subject to a second, 
independent layer of review by staff in Headquarters BIA and Solicitor’s Office, which slows the 
process even further. While BIA Regional Directors are authorized to make decisions on non- 
gaming, off-reservation acquisitions, these recommendations are also subject to Headquarters review 
before final action may be token to acquire the land. 

When Interior does finally decide to acquire land in trust, the tribe must wait an additional 
thirty days before the Department actually acquires title in trust, to allow for any legal challenges to 
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the proposed acquisition. In many cases, particularly in connection with gaming acquisitions, legal 
challenges are filed that may take years to resohrc before Interior finally acquires the parcel in trust. 

The Influence of Indian Gaming 

Given our circumstances and the substantial costs and uncertainties created by Interior’s 
cumbersome fee-to-trust and reservation proclamation processes, gaining development is practically 
the only economic endeavor that will attract outside investment and allow us to get back on our feet 
We ate not looking for ways to get rich quick — we arc trying to fund the building of government 
buildings, homes, schools, and health clinics. We are looking for access to the same economic 
development opportunities afforded other tribes that were lucky enough to have a land base on 
October 17, 1988. 

As this Committee is well aware, the Indian Gaming Regulatory Act (“IGRA’'} provides an 
exception to its prohibition of gaming on lands acquired in trust after 1988 for the initi^ reservation 
of tribes that are acknowledged by Interior through its administrative process. One of the main 
purposes of this and other IGRA exceptions to gaming on after-acquired lands is to eosme that 
tribes like the Cowlitz that were not federally reco^iized and had no reservations in 1988 are not 
unfairly disadvantaged relative to more established tribes that held trust lands before IGRA was 
enacted. The equitable policy considerations underlying these provisions should not be lost in the 
current political controversy over “off-reservation” gaming. Similarly, blanket revisions to IGRA or 
Interior’s fee-to-trust regulations that fail to take into account the historical wrongs and resulting 
disadvantages faced today by tribes like the Cowlitz should be rejected. 

Proposed Reforms 

We support having a rigorous process that governs the acquisition of trust land, as long as 
that process fairly is applied fairly and within reasonable rime frames, and accommodates the unique 
difficulties and hardships suffered by tribes like the Cowlitz. In fact, by reforming the trust 
acquisition and reservation proclamation processes in a meaningful way, all tribes could enjoy 
substantial cost savings and become less dependent on outside sources of financing, and the federal 
government would also conserve increasingly scarce resources and reduce its vulnerability to outside 
political influence. To that end, the Cowlitz Tribe respectfiiUy offers the following su^estions to 
improve the fee-to-trust and reservation proclamation processes generally, as well as specific 
suggestions to make the process more accessible and fair for newly recognized, landless Tribes like 
Cowlitz. 
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1. Impose Deadlmes 

A fundamental problem with the process is that there are no deadlmes by which Interior 
must decide whether to acquire trust title to a parcel of land. Fee-to-tnist and reservation 
proclamation applications typically languish at Interior for years before the agency takes final action. 
The Committee should consider imposing milestone deadlines by which Interior must move fee-to- 
tmst petitions and reservation proclamations through die process. Such deadlines are particularly 
important to my Tribe» since we are unable to develop any meaningful opportunity for self-support 
without a land base. Deadlines would also significandy contain costs by lessening the time in which 
these applications can become political footballs. Imposition of deadlines would also be consistent 
with other regulatory requirements. For example, IGRA imposes a 45-day deadline for Interior to 
approve a ttibal-state gaming compact and a 90-day deadline for NIGC to approve a tribal gaming 
ordinance. The compacting and ordinance approval processes, while not perfect, have at least 
worked to provide all parties with timely decisions. 

2. Promote Efficient Administrative Review 

In mc«t cases, particularly where an acquisition is for gaming, the giadal pace and excessive 
coste are largely attributable to the BIA’s unwieldy procedures for compliance with NEPA. BIA 
takes die position that most gaming acquisitions will require an Environmental Impact Statement 
(EIS) to comply with NEPA. Rather than conduct the environmental review work itself, the Bureau 
contracts this work out and it also requires the Tribe to pay the contractor. The cost of the Cowlitz 
EIS will exceed one million dollars. Under the circumstances, our Tribe has no real choice but to turn 
to outside investors just to cover the cost of die BIA’s environmental documentation, which is but 
one of many steps in the fee-to-trust application process. 

In addition, the Bureau follows redundant, inefficient procedures for review of NEPA and 
other documents submitted during the fee-to-trust process, which farther contribute to the 
excessive cost and delay of gaming acquisitions. For example, both the BIA Regional Office and 
Headquarters independendy review the NEPA documentation, and the review is done sequentially 
rather than simultaneously. As a consequence, the review takes at least twice as long, because the 
Regional Office completes its review and submits comments to the BIA’s EIS contractor, and then 
Headquarters goes through the exact same exercise. In addition, Headquarters’ comments 
sometimes conflict with those made by the Region, which results in additional time spent to resolve 
differences and make further edits. This prolonged back and forth could easily be curtailed by 
having BIA Headquarters and the Region perform simultaneous reviews, or better yet, by 
designating one or the other as the single authority responsible for the review. This streamlined 
approach would force the Bureau to resolve mtemal conflicts early in the process and make the 
editing process more efficient, and would result in the conservation of bofo tribal and agency 
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resoTKces. In a perfect universe, the Bureau would also pay for its own NEPA compliance work, 
thereby reducing the extraordinary pressure on poor tribes like mine to find outside fimding. 

3. Promote Coordinated Review 

With respect to establishing a tribal land base, the Cowlitz Tribe is at an extreme 
disadvantage. No land is set aside for FAP tribes like mine, and certainly no federal funds have been 
dedicated to procurk^ a land base for Tribes recogn^ed by federal legislation benefit fiom 
legislative language which mandates that Interior take certain lands into trust for the tribe and 
declares that such lands are the tribe’s reservation. In contrast. Interior is addressing the Cowlitz 
request for tmst land in a piecemeal fashion, using the cumbersome, prolonged administtative 
process designed for the off-reservation acquisitions of existing, landed tribes rather than the less 
complicated process for on-mservation acquisitions. Further, Interior will only proclaim a 
reservation under the authorily granted by 25 U.S.C § 467 after it has acquired trust title to the 
property. This bifurcated process only serves to extend the amount of time of uncertainty for the 
tribe, state and local commmuty. This uncertainty translates to increased costs as interested parties 
attempt to influence each separate process. This uncertainty also means diat ray Tribe must 
continue to function for a longer time without the very asset - trust land - that is so crirical to 
developing economic opportunities and self-sufficiency for the Tribe and its members. 

The separate fee-to-trust and inirial reservation ptoclamation processes also result in a 
significant duplication of efforts. For example, in the fee-to-trust acquisition process, Interior 
examines both the "need” and "prirpose” for the tribe’s proposed trust lands. This consideration 
overlaps significantly with the "need” and "rationale” for securing reservation status for the tmst 
land that is part of BlA’s reservation proclamation analysis. In addition, as a practical matter, the 
Bureau would be in a much bener position to recommend that land be taken in trust for purposes of 
gaming, and make a determination that the land is eligible for gaming as an initial reservation under 
IGRA, if it would concurrently consider whether the land should be proclaimed a reservation. 

Similarly, BIA could better determine its ability to discharge any additional responsibilities 
resulting from acquisition of a parcel of land in trust if it made a service area designation prior to 
consideration of the fee-to-tmsc application. Unfortunately, BIA requires that we make a separate 
application for a service area designation after completing the acknowledgment process, rather than 
designating an area at the time the tribe is acknowledged. Again, this results in a longer wait and a 
duplication of efforts, because BIA examines evidence of "community,” i.c., a substantial number of 
members living within a defined geographic area, in its acknowledgment process, which is closely 
related to its review of whether the land will serve a significant number of tribal members in the 
service area designation process. By combining these processes or at least performing them 
concurrently. Interior could deal with closely related issues in a more efficient and comprehensive 
fashion. 
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Moreover, as a matter of eqiiity and fundamental &imess, it only makes sense that if Interior 
acknowledges a tribe, it should expeditiously establish a land base from which the tribe can operate 
its government and provide for its members. The Cowlitz Indian Tribe was acknowledged over 
three years ago, and submitted its application for trust land die very same day, but we likely are 
another three years away from having any land taken into trust. Congress could remedy this 
inequitable situation by requiring Interior to consolidate or at least simultaneously review trust 
applications and reservation prodamations, and to designate service areas at the time a tribe is 
acknowledged. Alternatively, Congress could require Interior to establkh an expedited process for 
the acquisition of some reasonable initial amount of land that automatically would become the 
Tribe’s reservation, so long as those lands are located within the area that serves die Tribe’s present 
membership. 


Conclusion 

The present fee-to-trust and reservation prodamation procedures inflict real hardships on 
the Cowlitz Tribe, as well as other similarly situated FAP tribes. Tribes that were recognized prior 
to 1 988 enjoy significant advantages regarding economic development because they had an 
established reservation before Indian gaming made land acquisition controversial, and those tribes 
have not had to “carve out” reservation lands from often-hostile local commimities. Tribes 
recognized by Congress rather than through the administrative FAP process also have significant 
advantages over my Tribe, because those tribes almost always have statutorily-mandated land 
acquisition authority in certain counties designated by Congress as the service area. Conversely, the 
Cowlitz Tribe, after expending all its resources to get through the acknowledgment process, 
essentially is being forced to start from scratch and complete layer after layer of duplicative, 
complicated and expensive administrative procedures to obtain even a very modest land base fixim 
which we can provide for our members. And not only my Tribe, but all tribes suffer from the lack 
of deadlines in the process, as well as Interior's cumbersome and inefficient review procedures. In 
closing, the Cowlitz Tribe wotild like to offer its services to this Committee as it examines the land 
into trust process. 

We thank you again for the opportunity to provide this testimony. 
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TESTIMONY OF DAVID CROSBY 
BEFORE THE 

U.S. SENATE COMMITTEE ON INDIAN AFFAIRS 
May 18, 2005 

Mr. Chairman and members of the Committee, thank you for inviting me to 
testify today on the important matter of the acquisition in trust of lands by the Bureau 
of Indian Affairs (BIA) for federally-recognized Indian tribes. This is an issue of 
significant importance to me and the community in which I reside - Santa Ynez 
Valley, California - as our region is experiencing first-hand the problems of tribal 
trust land acquisition and economic expansion related to casino gaming. 

My Interest in the Trust Land Process 

Before addressing the topic of this hearing, I should explain why I am 
appearing before this Committee today. 

Although I am a professional musician, I have long been involved in political 
and social issues, including the civil rights, anti-war, anti-nuclear, Live Aid, and 
Tibetan Freedom movements. I have been fortunate to be involved in these 
movements with other musicians and artists, and through them, I have learned the 
importance of activism. 

One of the constant themes in my activism has been the support of social 
causes and the rights of disadvantaged people against improper governmental action. 
The Indian tribes of this country fall into that category, and I consider myself a 
champion of their rights. Their mistreatment by the federal government is one of the 
darkest chapters of American history, and certainly racism against Native Americans 
continues today. These are problems that I know this Committee takes seriously, and 
I support your efforts to solve them. 

The specific topic of this hearing, however, is one in which federal Indian 
policy has veered off into a direction that is creating a new set of problems and a new 
form of divisiveness. I am speaking of the problems caused by taking land into trust 
in circumstances, and under procedures, that do little to address the problems 
confronting Indian tribes and much to drive a wedge between local communities and 
their tribal neighbors. This occurs when the trust land process is used primarily as a 
mechanism to evade environmental requirements, community land use plans, state 
and local taxes, and the rules and regulations that govern other residents and citizens 
of a region. 
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I am speaking not of the establishment of tribal reservations or the acquisition 
in trust of land necessary for a tribe to achieve and maintain autonomy and self- 
sufficiency. I am instead speaking of the circumstances where trust land is a tool used 
to enable parties to build developments antithetical to the rules and principles that 
shape the character and quality-of-life of a region and represent the values that the 
residents of such an area share. This problem is especially severe in a situation such 
as the one we are experiencing in the Santa Ynez Valley, where the extraordinary 
revenues generated by Indian casinos enable the purchase of land almost anywhere. 
When such land is taken into trust, it can then be developed without regard to state 
and local environmental and land use standards. While this issue is of great concern 
to me personally, I am aware that it is a problem elsewhere in the country, which is 
the reason for this hearing today. 

The Santa Ynez Valley Issue 

As noted at the outset, I live in an area called the Santa Ynez Valley. This 
beautiful region is in northern Santa Barbara County. It is surrounded by the Santa 
Ynez Moimtains, and consists of farms, vineyards, and small communities. It 
presents ecological values of great importance, including wildlife habitat, parks, and 
historic properties. These values make the Valley a special place, a fact recognized 
by the Santa Barbara County plan for the Santa Ynez region, which was developed 
after a detailed and lengthy public review process. That plan protects the Valley for 
the long-term so it will remain one of the most pristine, scenic, and ecologically- 
valuable areas in the State of California, if not the country. 

Our Valley is also home to the Santa Ynez Band of Chumash Indians, the 
members of which have long called the Valley their home. Today, we are neighbors, 
but the relationship between the Tribe and the non-Indian residents of the community 
has become strained due to the current trust land acquisition process and the potential 
expansion of casino gaming in the Valley. The Chumash Tribe has an existing 
reservation that supports a highly successful casino and resort. We respect and 
support the Chumash Tribe's efforts to achieve economic success for its members, 
develop a strong tribal government, and further tribal self-determination. We also 
congratulate the Tribe for its tremendous success in attaining these goals through the 
development of its casino and resort on its reservation lands. 

The community groups of which I am part, however, are concerned with the 
Chumash Tribe's additional development efforts for land outside of its reservation. 

Our groups support efforts to work cooperatively with the Chumash Tribe to provide 
for the long-term protection of the special values of the Valley that we all share in 
common and desire to preserve. We feel that the Tribe, the State of California, our 
local governments, and the Valley's citizens can and must work together toward this 
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goal by respecting each others rights, while honoring the current plan that is in place 
for the Valley. 

Recently, actions by the Tribe and BIA have threatened to undermine that goal. 
Those actions involve off-reservation trust land expansion fueled by the Tribe's 
tremendous gaming revenues, including expansion that could involve additional 
casino gaming operations in locations outside the Chumash Tribe's current land base 
to the detriment of the local community. The Chumash Tribe has made clear that it 
intends to expand its trust lands so that it can undertake development, which very well 
could be inconsistent with the current land use plans that protect the environment and 
bucolic character of the Valley from run-away development. This process is starting 
to unfold. 

In January, BIA agreed to accept into trust 6.9 acres of land for the Tribe 
outside of its existing reservation, across the highway from the casino. The Tribe 
claims that it will use the land for a cultural center, administrative offices, parking, 
and shops. While local citizen groups are comfortable with this proposed 
development because such use is consistent with the Valley plan, we are concerned 
that once the land is in trust the Tribe will use it for something else, including 
possibly casino expansion. 

In February, the Chumash Chairman indicated that the Tribe would enter into 
an agreement with the County in which it would adhere to the plans it identified to the 
BIA to justify the trust acquisition. The Tribe additionally agreed to refrain from 
using the land for gaming purposes. Although we offered our own version of such an 
agreement to facilitate the process, the Tribe has still not acted upon its Chairman's 
commitment. The Tribe's failure to execute the promised agreement with the County 
forced citizen groups to appeal the BIA decision. 

Although the BIA and the Tribe have tried to dismiss this appeal before the 
issues it raises ate addressed, the Interior Board of Indian Appeals has granted the 
request for an extension to see if it is possible for an agreement to be reached. The 
answer to that question rests with the Tribe and the County, which remain in 
negotiation over this agreement. Unfortunately, the public has been excluded from 
this process. 

But it is not only the Tribe's 6.9-acre trust acquisition request that has caused 
Valley citizen groups to act. Of greater concern is the potential spread of trust lands 
throughout the Valley. Trust land acquisition results in the removal of the land from 
the County's jurisdiction, renders local land-use plans that protect the Valley 
inapplicable, and diminishes the tax base that supports the County's critical services. 
Trust land acquisition puts a strain on our community by adding the burdens 
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associated with development, which are quite substantial particularly when gaming is 
involved, without the offset typically associated with the tax revenues generated by 
the development. 

BIA refuses to address this issue just as these concerns are being realized. The 
Tribe has now proposed yet another trust land request for 5.8 acres, which is located 
adjacent to the 6.9-acre request now under appeal. This request was not developed in 
cooperation with the local governments or community. In addition, the Tribe has 
refused to say what the land will be used for or why it is necessary to have the land 
placed in trust. These two trust land requests could very well be the precursors of a 
Tribal strategy of applying incrementally to the BIA to have more and more land 
taken into trust and developed for any purpose. 

Our concerns are heightened by the Tribe's past negotiations with Mr. Fess 
Parker to develop his 745-acre parcel of land in the heart of the Valley. Mr. Parker is 
considering transferring the land to the Tribe so that the Tribe can apply to the BIA to 
have the land placed in trust. Trust status is critical to the proposal, because Mr. 
Parker's goal is to develop the land in a manner prohibited by under the current 
County land use plans. Trust status is necessary to circumvent the Valley's existing 
protections. As recently as a few months ago, the Tribe and Mr. Parker were 
envisioning a major resort with a large number of homes, as well as possibly a casino. 

Mr. Parker has, in fact, attempted to develop the land for several years. His 
plans conflict with local land use standards. Placing the land into trust would make it 
possible to do an end-run around the rules that bind all residents of the Valley and 
businesses. The Tribe, of course, benefits by obtaining a substantial chunk of prime 
real estate in the Valley, where trust status would allow it to xmdertake development 
not allowed on non-tmst land. While the exact nature of Parker's plans and his 
negotiations with the Tribe remain unclear, the mere fact that a mechanism exists 
under federal law where this could be allowed demonstrates the need for stronger 
standards. 

As described above, I have a long career of supporting social causes and the 
rights of disadvantaged people against improper government action. The Indian tribes 
of this country fall into this category. The threat we are confronting in the Santa Ynez 
Valley, however, has very little to do with tribal rights. It is instead a question of 
governmental integrity and the ability of our laws to control otherwise prohibited 
development made possible by the trust land process. We cannot have in place a 
system that enables any party, no matter what its origin, to undermine the fabric of a 
local community by circumventing important land use planning protections and 
evading a revenue collection structure that is fair to all people. Backed by the great 
wealth from casinos, many tribes can buy land anywhere they want. This land can 
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then be used to create new developments that generate greater wealth, even if at odds 
with state and local laws. Limits must be established. Current BIA rules, along with 
the government's hands-off approach to tribal trust land requests, fail miserably in this 
regard. 


Recommendations 

I therefore support the efforts of Congress to strengthen the rules governing 
trust land expansion. The tribes and BIA must be required to disclose the full extent 
of their plans. Once economic self-sufficiency has been achieved, they should live by 
the same rules that apply to non-Indian citizens. Tribes should be allowed to become 
as wealthy as they want, but there must come a point where land cannot still be 
available to place into trust. Land should be taken into trust only when truly needed 
to promote tribal self-sufficiency. Any land taken into trust should be limited to the 
proposed uses indicated by the tribe in its application, and those uses should be 
required to be consistent with state and local requirements. Revenues should be 
returned to the community commensurate with the burdens it must bear. If this plan is 
followed, the kind of long-term cooperative relationship I am personally committed to 
bringing to the Santa Ynez Valley will be possible. 

Thank you for this opportunity to express my views and your careful 
consideration of these remarks. 
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The Sylk 

led by gaming veteran Robert E Sylk 

We are a substantial organization 
investment group with casino and 
real estate interests and are 
actively seeking opportunities in 
the Native American casino arena. 


We have immediate availability of funds 
for investment in 
casino/resort development 
in the California area. 

If you are qualified with a tribal compact 
and/or land in trust, please contact us for a 
confidential discussion of 
your development plans. 

Our team has expertise in Casino Management^ 
. Contracts, Development & Consulting 
Agreements, Construction & Master Planning 
plus Total Operations, Marketing and Finmce 
experience. 

For additional 
information 
please contact 
Robert F. Sylk 
(310) 567-7000 
(310)578-1222 
or 

Michael D. Corey 
(818) 760-3280 
(310)617-5199 
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FROM: David Crosby 

(June 16, 2005 Stockholrr., Sweden) 

This is the enclosure with the questions: 

1. The BIA testified that local coromunities are able to participate in the 
land into trust process. 

Did you participate? If so, did the BIA consider and respond to your 
coimtients???. 

We did try to participate by asking for a full environmental impact report {this land is 
believed to have contamination on it)?the BIA responded by largely ignoring our requests 
and granted the tribe an EA. 

Did the BIA indicate that the lands recently taken into trust would be 
eligible for gaming???. 

The BIA have indicated that land into trust for this tribe could be used as the tribe 
wishes . 

2. You noted that the Chumash Tribe had indicated a willingness to enter 

into an agreement with the County for the land recently taken into trust, but an agreement 
has not been reached. 

Have any reasons been given for not reaching an agreement????. 

We have been notified in the press by County Counsel that the County and the Tribe will 
not negotiate in public, and that there is to be no public participation. It will be 
agreed upon in secret. However, a week prior, at a County Supervisors hearing with Tribal 
Chairman Vincent Armenta, they claimed they had reached an ?historic agreement.? When we 
asked to see the written document, we were told there wasn't one. We then submitted a 
written agreement with the legal help of Perkins Coie containing only what the County and 
Tribe had orally agreed to do at this hearing, hoping to have the County and Tribe sign 
it, so that what the tribe said it would do with the property could be enforceable. They 
refused to sign it, the agreement was due in April, then May, now June and there is still 
no written document. This has forced our community organizations to file our own appeal 
without our county's support. We were told by Tribal Chairman Armenta at that hearing 
that the tribe would never waive sovereign immunity, or agree to work within what the law 
requests ail citizens to abide by, in regards to zoning laws, permitting laws and 
environmental impacts. It is possible this could be the hang-up. 

3. You stated that "land should be taken into trust only when truly needed 
to promote tribal self-sufficiency." 

Would you consider the need for additional housing for tribal members 
to be needed for tribal self-sufficiency? What about a health clinic???. 

If additional housing is needed for tribal self sufficiency, they have already received 
Federal Grant funding for this, and are now requesting more Federal Grant money. This 
tribe currently receives (from casino profits) over $30,000.00 per month per member (over 
$300,000.00 per member per year) so their need for housing is questionable. Also, they 
built a new health clinic less than three years ago with Federal Grant funding. They then 
decided they could make a larger casino, hotel and parking garage if they tore down the 
new clinic and moved it and rebuilt it (again with Federal Grant funding) which they did 
do. 


Would you be opposing the Chumash Tribe's land into trust applications 
if they agreed that it would not be used for gaming?????? 

We have no problem with Tribal members buying more land, as long as they have to abide by 
all laws every citizen has to abide by when obeying zoning, permitting and environmental 
laws. Our only experience with this tribe has been watching helplessly as they built a 
casino, parking garage and hotel, while destroying the Santa Ynez River (already 
classified with the EPA as an endangered and impaired waterbody) ignoring all rules and 
regulations that the rest of this community obey. We have no way to trust that the Chumash 
Tribe would keep an agreement to not use it for gaming- In fact. Chairman Armenta has 
said in Tribal minutes that this tribe can have two casinos. The blueprint plans which 
were drawn up between the Chumash tribal Chairman and Fess Parker clearly stated. . .CASINO 
#2? on it's pages . 
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ISSUE PAPER 

Resolving Trust Land Disputes in the Santa Ynez Valley 

Background: Recent actions by the Santa Ynez Band of Chumash Indians have 
created a strong outcry of opposition and legal action by residents of the Santa Ynez 
Valley in Santa Barbara County, California. The situation involves an aggressive 
effort by the Band to expand its reservation through trust land acquisition requests 
that have been designed to remove land incrementally from state and local 
jurisdiction. The result is a classic example of a tribe that has already achieved 
considerable success and self-sufficiency through Indian gaming trying to take 
advantage of the trust land process to escape governmental regulation. 

The Band is one of the most successful gaming tribes in California. It runs the highly 
profitable Chumash casino, located on its 138.95-acre reservation in the midst of the 
beautiful Santa Ynez Valley. The 158-member Band has achieved a high degree of 
economic and governmental success and self-sufficiency as result of the casino. In 
fact, it is estimated that its members each receive payments of $325,000 per year from 
casino revenues. 

Despite its economic success, the Band has been the subject of strong criticism and 
oversight for irregularities in the management of its casino. A feature story published 
in the LA Times last winter highlighted problems such as the Chairman of the Band, 
Vincent Armenta, committing 1 1 violations of tribal gaming law policy, as well as the 
employment of at least seven current and former commissioners with convictions for 
robbery, theft, and assault with a deadly weapon. This expose resulted in a critical 
review of the Band's gaming operation by the NIGC. 

The Band has made no secret of its desire to expand its land holdings in a manner that 
exempts them from all state and local regulation. Minutes from tribal meetings reveal 
the intention of the Band's Chairman to push through incremental trust land 
acquisitions in such a way that the tribe takes control over key commercial and 
development property in the Valley. (See Attachment 1 .) 

The Band's first acquisition request received BIA approval in January when 6.9 acres 
of land were taken into trust. BIA conducted only an EA on this transaction and 
declined to consider the likely development by the Band of other parcels of land and 
future trust requests. This trust land request was opposed by the County and the 
general public. 


[/DA05l31().002.doc] 
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After the BIA decision and prior to the IBIA appeal deadline, the Tribal Chairman 
agreed to enter into an intergovernmental agreement (IGA) with the County to address 
the key issues of concern. Based on that commitment, the County decided not to 
appeal. Concerned about the prospects for uncontrolled development of the land and 
the need to appeal the BIA decision to help force the IGA, four local citizen groups 
filed a notice of appeal with IBIA. They expressed support for an IGA, however, and 
prepared a draft agreement for that purpose. To date, three months after the appeal 
deadline, negotiations continue on the IGA. The citizens groups received an 
extension of the appeal briefing deadline based on the hope that an acceptable IGA 
would be executed. The Tribe and BIA nonetheless have attempted to dismiss the 
appeal on standing grounds before the case could be heard on the merits. That motion 
has been stayed as well. 

Soon after the BIA decision on the 6.9 acres, the Band surprisingly filed another trust 
land request. This request covers 5.8 acres and includes a number of parcels. It is 
adjacent to the reservation and across the State highway from the 6.9 acre parcel. 

This marks another attempted "stepping stone" expansion of the Band's trust land 
holdings. Although the land is prime development property, the Tribe has asked BIA 
to process the trust request on the basis of "no change in use" from the parcel's current 
undeveloped status. This would allow for BIA review under a NEPA categorical 
exclusion and with no public review. The 5.8 acre request confirms the concern of 
citizen groups that the Band is seeking to place land into trust one step at a time to 
avoid subjecting its long-term development plan to NEPA review, which would assess 
the cumulative effects of the acquisitions, or scrutiny by the State, local governments, 
and the public. The Band is negotiating to purchase more land in this location, 
presumably as part of this plan. (See Attachment 2.) 

In addition to these trust land actions, the Band was in negotiations as recently as last 
summer with local developer Fess Parker to enter into an agreement to make it 
possible to develop Parker's 745-acre parcel in a manner contrary to the County land 
use plan. Parker has long sought to develop this parcel, but he has not been able to do 
so without violating the County plan. As a result, Parker has been negotiating with 
the Band on the theory that the land could be taken into trust to avoid the County plan. 
The current status of the Parker-Chumash negotiations is not known. 
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SUMMARY 

Current Status: The 6.9-acre trust land decision is stayed pending appeal. The 
appeal itself is stayed until July 27 to see if an IGA is developed. Negotiations for an 
IGA on the 6.9 acres continue. The 5.8-acre request has been filed with BIA pursuant 
to a request to process the application based upon a "no planned development" 
scenario. The Band is known to be negotiating with for other property purchases in 
the area, presumably for future trust acquisitions. 

Problem: The Chumash Band is seeking to expand its trust lands incrementally 
without regard to concerns of the local government and community. It is proceeding 
with the next request even before fulfilling its commitment to enter an IGA on the 
first decision and even though the main concern with the recently completed request 
was the potential for cumulative effects and additional fee-to-trust applications. The 
current request would be processed with even less environmental review and limited 
comment. 

The Band is systematically seeking to piece together clearly related trust land requests 
through incremental applications in a manner that avoids sufficient environmental 
review by BIA. The initial request for 6.9 acres remains non-final due to the appeal. 
BIA therefore is obligated to place further action on the 6.9 acre request on hold and 
consider it in connection with the new 5.8 acre request. 

Opportunity and Requested Action: 

This is an opportunity for the policy level of the Department to facilitate a long-term 
resolution of a situation that stands to become more conflicted in coming years. The 
Assistant Secretary should take jurisdiction over the 6.9-acre appeal in order to create 
the time and circumstances to achieve a full review of tribal expansion plans and an 
agreement with the County and local communities on the terms of such expansion. 
BIA should be directed to consider both proposals together, and the Band should be 
requested to reveal its long-term development plans, all of which should then be 
considered through an EIS. BIA should encourage the development of a long-term 
IGA to govern all Tribal land use development activities and achieve consistency with 
local land use plans and concerns about loss of revenue and increasing burdens on 
local government. 
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Written Testimony for the U.S. Senate Committee on Indian Affairs 
Presented by Mike Jandernoa 
Wednesday, May 18, 2005 


Good morning. Thank you Chairman McCain and members of the Senate Indian Affairs 
Committee for the opportunity to testify today. 

My name is Mike Jandernoa. I’m from Grand Rapids, Michigan, and I am the former Chairman 
and CEO of Perrigo, a pharmaceutical company headquartered in Allegan County with sales of 
$1.4 billion and 2,500 employees in the county. I also serve on the Board of the Michigan 
Economic Development Corporation, which focuses on keeping jobs stateside in our new global 
economy. My concerns about keeping American business competitive informs my testimony 
today as the Chairman of 23 is Enough, a Michigan-based group opposed to casino proliferation. 

I want to commend the chairman and members of this committee for their leadership and 
foresight in tackling an issue that has been ignored for much too long; an issue that has a direct 
impact on our global competitiveness, manufacturing productivity, and the revitalization of our 
core cities. 

In 1988, Congress passed the Indian Gaming Regulatory Act (“IGRA”) in an effort to control the 
development of Native American casinos, and, in particular, to make sure that the States had a 
meaningful role in the development of any casinos within their borders. At that time. Native 
American gambling accounted for less than 1% of the nation’s gambling industry, grossing 
approximately $100 million in revenue. 

Since that time, the Native American casino business has exploded into an 18.5 billion dollar 
industry that controls 25% of gaming industry revenue, with no end in sight. Despite this 
unbridled growth, IGRA and the land-in-trust process remains basically unchanged, and the body 
charged with oversight of this industry, the National Indian Gaming Commission (“NIGC”) 
limps along with 78 employees and an annual budget of $10.5 million. In contrast, the State of 
Nevada runs its oversight agency with 439 employees and an annual budget of $36.4 million. 

My message to you today is that IGRA and its associated land in trust process is outdated, 
broken, open to manipulation by special interests and in desperate need of immediate reform. It 
has unfairly and inappropriately fostered an industry that creates enormous wealth for a few 
select individuals and Las Vegas interests at the expense of taxpaying families, small businesses, 
manufacturing jobs, and local governments. My plea to you is that you study these issues in 
depth, and that you impose an immediate moratorium on any further casino expansion pending 
the results of your study. Twenty-three casinos in Michigan is more than enough. And so is the 
$18.5 billion this nation already spends in American Indian casinos. Congress needs to get its 
arms around this while it still can. 
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In my home state of Michigan, we are in the midst of a fiscal and job crisis. While tribal casinos 
are booming, our state economy lags among one of the worst in the nation. Michigan has been 
among one of the hardest hit states in the nation due to new global market forces, outsourcing of 
jobs, and skyrocketing labor and health care costs. 

Michigan ranks among the top in the nation with the most number of casinos, with 20 existing 
facilities (17 tribal, 3 non-tribal) and three approved tribal facilities for a total of 23 casinos. 
Unfortunately, Michigan also ranks top in the nation for our unemployment rate, with 
manufacturing job losses in Michigan alone accounting for approximately 25% of our nation’s 
lost manufacturing base. Discretionary spending is down, bankruptcies are up, and several cities, 
including Detroit, are on the verge of receivership. 

Casino proliferation is bound to make the economic picture ever worse for Michigan. Our 
research shows that Michigan has reached a saturation point in casino gambling and any jobs and 
money tied to new tribal gaming will only displace jobs and consumer spending that would 
otherwise occur in traditional, taxpaying, entertainment-related industries. In other words, further 
casino development will not add jobs and value to the Michigan economy. Rather, it will shift 
jobs and money from existing, taxpaying businesses to tribal operation that do not pay state or 
local taxes. 

Our research also shows that while local and state governments receive some revenue sharing 
percentages from tribal gaming, the dollars pale in comparison to the overall new costs to 
government and social service agencies from increased bankruptcies, crime, divorce, and general 
gambling-related ills. 

The bright lights, big numbers, and empty promises of casino gambling have blinded too many 
local and state governments. In Detroit, the three proposed casinos were hailed as new economic 
engines that would revitalize the downtown area with new jobs, new buildings, and spin-off 
entertainment businesses. They promised new hotels, new restaurants, new entertainment, and 
more tourists from outside of the area. Five years since the casinos opened, the promises remain 
empty or broken. 

According to a recent Detroit Free Press article, “beyond the casinos walls, little spin-off is 
evident.” The Michigan Restaurant Association reported that there has been little to no new 
restaurants and many restaurants that were on the brink have shut down. Analysis also reveals 
that an overwhelming majority of the dollars spent in Detroit casinos are siphoned from 
individuals located within a 50-mile radius. Bankruptcy has doubled, crime has risen, and the 
city is running a SI. 2 million budget deficit on police, fire, and gambling-related services, even 
after receiving their revenue sharing payments. 

Our research further demonstrates that casino gambling has a negative trickle down effect on 
manufacturing productivity through increased absenteeism, tardiness, bankruptcies, and 
gambling-related illness. As a nation, we must do everything we can to protect Michigan’s 
remaining manufacturing jobs through increased productivity and quality. Any marginal adverse 
impact on productivity or quality further accelerates the loss of jobs and impedes our 
manufactures ability to compete in a global marketplace. 
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Uncontrolled proliferation of casino gambling will also threaten the investments that we have 
made in Michigan to transform ourselves in the wake of manufacturing losses. We are 
cultivating innovative economic development opportunities in the areas of life sciences, 
advanced manufacturing, and information technology. We are also investing billions to revitalize 
our core cities with new and improved arts, cultural, and entertainment related activities to curb 
sprawl and draw in more tourist, homeowners, businesses, and tax revenue. In Grand Rapids 
alone, more than $1 billion in public and private investments has been spent in the last two 
decades to revitalize our core city. The proliferation of casino gambling threatens to suck jobs 
and dollars away from these emerging economic development efforts. 

I want to explain for you my own personal journey on this issue because I believe it 
demonstrates the urgent need for you to act swiftly and decisively to stop casino proliferation, to 
study the issues thoroughly, and then to craft a new solution that takes into account the new 
realities of the Native American gambling business as it exists today. The existing laws and 
regulatory tools are not working. We cannot afford to let casinos proliferate while this study 
goes on because the costs will be too high. 

In August 2001, the Match-E-Be-Nash-She-Wish band or Gun Lake Tribe of Pottawatomi 
Indians filed an application to put 10 parcels of land into federal trust with the Bureau of Indian 
Affairs and released plans to build a 180,000 square foot Class III casino with 2,500 slot 
machines, 75 game tables, a hotel, convention center, golf course, specialty restaurants, and 
entertainment facilities in Allegan County between the core cities of Grand Rapids and 
Kalamazoo. The casino would operate around the clock. 

Following this announcement, myself along with a group of community leaders turned to the 
Grand Rapids Area Chamber of Commerce with questions about the impact the proposed Gun 
Lake casino would have on the region. The Chamber commissioned the Anderson Economic 
Group to conduct an independent economic impact study to assess the impact of the proposed 
tribal casino in Allegan County. 

The economic impact study revealed that for every one job created in Allegan County, more than 
two jobs would be lost in the surrounding counties. The study also found that the surrounding 
counties of Kalamazoo, Kent, Ottawa, and Barry would suffer an economic hemorrhage of more 
than $880 million lost over 10 years. The net economic loss to the entire region significantly 
outweighs the modest localized gains in the immediate area around the casino. 

The independent economic research underscored what similar studies have found. Unlike the 
destination casinos in Las Vegas, most casinos in places like Michigan do not generate new 
dollars or new jobs; rather they siphon off jobs, money, and economic vitality from surrounding 
communities in a 50-mile radius and increase costs to government and social service agencies. 

In fact, the vast majority of casino revenues come from the surrounding communities. Almost all 
of those dollars would have been spent in other local, taxpaying businesses in the absence of the 
casino. 

As this Committee knows, any major new federal project — and that is what this casino will be if 
the federal trust process goes forward — must complete an Environmental Impact Statement 


3 



54 


(“EIS”). The only way a project can avoid this requirement of the law is by demonstrating that 
there is no conceivable way in which the project will have a significant impact on the host 
community. The Bureau of Indian Affairs made this finding for the Gun Lake project — 
erroneously in our view — in early 2003. 

On February 10, 2003, the Grand Rapids Chamber objected to the finding and to the 
Enviromnental Assessment that supposedly supported it. At a minimum, the Chamber urged the 
BIA to complete a full scale EIS for the project. Incidentally, a tribe promoting a casino project 
in Battle Creek, about 70 miles or so from the Gun Lake project, is now completing a full scale 
EIS after a Judge Penfield Jackson here in Washington rejected the Environmental Assessment 
the BIA had relied upon to evade the EIS requirement in that case. But at Gun Lake, the BIA 
persisted in its refusal to proceed with an EIS for the Gun Lake project, and just a few days 
ago — on Friday the 13*'' of May, no less! — published its decision to proceed with a trust 
acquisition for the Gun Lake tribe. 

The Gun Lake Tribe’s environmental assessment was an incomplete and inaccurate reflection of 
the regional economic, environmental, and social impacts associated with the proposed casino. 
The Tribe’s study took a cookie-cutter approach to a very complex issue, basically stating that 
this proposed government-subsidized development would have no negative impact on the 
surrounding community and would result in the creation of 4,500 jobs. 

Of course, the BIA-approved study did not consider the associated economic hemorrhage for the 
entire region, as shown by the Anderson study. It will now be necessary for citizens like me, 
who are determined to spare my community the negative effects of this casino project, to resort 
to litigation, as citizens have done elsewhere in my State and throughout this Country. I do not 
think this is what Congress had in mind when it adopted IGRA almost 20 years ago for a then 
struggling Native American casino industry. 

Unfortunately, IGRA and the rules pertaining to the Land-in-Trust process for casino site 
acquisitions do not require a comprehensive, regional environmental impact study and instead 
only require a pin-point study of the proposed development. Nor does the process include a 
failsafe process for ensuring that the will of the citizens in the host community is carefully 
considered. Our polling demonstrates that over 64% of the citizens in the region are opposed to 
the casino development. In fact, my State recently voted overwhelming 58% - 42% to subject 
any new non-Indian casino gambling in the State to a vote of the people. And yet, we are now 
told by the BIA and others that this overwhelming voice of the citizenry — supported as it is by 
solid economic and social research — cannot be heard at all, and will have nothing to do with 
whether this project is rammed down the throat of an unwilling host community. 

This is not the way it should be, and I do not think this is what Congress had in mind when it 
passed IGRA. In fact, when Congress originally enacted IGRA, it provided that, as a general 
rule, casino gambling would not take place on newly acquired trust land. There were, of course, 
some exceptions, but the general rule was no casino gambling on new trust acquisitions. I 
believe Congress passed this general rule to prevent precisely what we see actually happening 
now; namely, a mad and largely unregulated land rush pushed by casino developers eager to 
cash in on a profitable revenue stream that is not burdened by the same tax rates or regulations 
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that other businesses have to incur. Somewhere along the way, the good intentions of Congress 
have been hijacked, and it is time for this body to re-assert control over this process. 

Since 1988, Las Vegas investors and tribal casino owners have become wealthier, smarter, and 
better equipped with new technology and a barrage of lawyers and lobbyists to manipulate the 
federal gaming law. Casino stakeholders and special interests have started “tribe-shopping” and 
existing tribal casinos have stretched the limits of the law with “off-reservation casinos." Casino 
stakeholders and tribal casino owners have manipulated the definition of Class 11 gaming by 
introducing slot-machines that somehow supposedly meets the definition of Class II bingo-style 
gaming. When Congress approved the definition of Class 11 gaming in 1988, a bingo-hall meant 
a bingo-hall. They did not intended for slot machine like to pass as a bingo-machine without 
regulation or oversight from appropriate authorities, and without the approval of a valid state 
compact. 

Tribal leaders and their Las-Vegas investors have also become brazen in their threats to open 
casinos with or without state approval. They have used ethically questionable promises of 
contracts, marketing, and charitable giving as a means to foster support. And, in the case of Gun 
Lake, threats to only use contractors that are members of the Kalamazoo Chamber vs. the Grand 
Rapids Chamber because one supported the project and one opposed it. 

As chairman McCain recently stated in an AP story, “he never envisioned the explosive growth” 
triggered by the federal Indian gaming law. It is fair to assume that seventeen years ago, the 
other members of Congress also likely did not foresee nor consider the potential negative 
regional impacts of tribal casinos. The current law reflects an outdated form of thinking and rules 
that desperately need reform and updating to require a comprehensive and regional 
environmental, economic and social impact assessment for any and all land-in-trust applications. 

IGRA, as currently implemented by BIA, also ignores and ultimately disregards the will of the 
voters, the sentiment of state and local elected officials, state legislative action opposing a tribal 
casino development, and/or regional opposition to a proposed tribal casino project. Case in point 
is the proposed Gun Lake tribal casinos: 

First, every state and several of the federally elected official in West Michigan wrote to the BIA 
opposing Land-in-Trust for the proposed Gun Lake casino. Yet the project is going forward. 

Second, Michigan voters established an overwhelming public mandate against the expansion of 
casinos in the state with 58% approval of Proposal 1, a constitutional amendment requiring a 
local and statewide vote of approval before any new non-tribal casino gambling will be allowed 
to operate. In Allegan County and the counties surrounding the proposed Gun Lake tribal casino, 
the margin of voter approval for Proposal 1 was even greater (Allegan County 64-36, Kent 
County 63-37, Kalamazoo 59-41, and Ottawa County 70-30). The project is going forward 
anyway. 

Third, in December 2004, the Michigan State Senate rescinded support for the Gun Lake tribal 
casino compact, citing voter sentiment in Proposal 1 and the Anderson Economic study results. 
The project is going forward anyway. 
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Fourth, 23 is Enough just released an independent public opinion poll conducted by Harris 
Interactive, one of the nation’s largest and most respected polling firms, to assess public support 
for the proposed Gun Lake casino. 

The results reveal strong opposition to the proposed Gun Lake casino among West Michigan 
voters in Kent, Kalamazoo, Ottawa, Allegan Counties. Most notably, 85% polled said 23 casinos 
are enough (47% too many casinos, 38% just enough casinos). 59% said Governor Jennifer 
Granholm should not negotiate a compact with the Gun Lake Tribe (59% not negotiate, 36% 
negotiate). 64% oppose Gun Lake casino after being informed about the positive and negative 
impacts (64% oppose, 33% support). Women 35+ years old are among the core group of 
opponents to the casino. The project is going forward anyway. 

These polling results, coupled with the overwhelming statewide voter approval of Proposal 1, 
action by the State Senate, and overwhelming opposition among state elected officials in West 
Michigan are considered meaningless and are disregarded in the Land-in-Trust application 
process. This is important and meaningful information that bears significant weight and demands 
consideration. This is not the way it should, nor the way it was intended to be. 

In summary, IGRA is broken, outdated, and after 17 years without review or updating, needs 
significant overhaul and reform. I urge this committee to take immediate action to impose a 
moratorium on all land-in-trust applications, including the Gun Lake Tribe’s land acquisition, 
until a thorough debate and comprehensive review is conducted and IGRA is updated and 
reformed to address the following concerns: 

Specifically, I submit the following recommendation for reforms to the Land-in-Trust application 
process and other IGRA related issues: 

1. Mandatory requirement of a comprehensive, regional Economic, Environmental, 
and Social Impact Statement for all Land-in-Trust applications. The Tribes should be 
required to account for and project the regional economic, social, and environmental 
impacts of a proposed casino. Indicators could include job creation/loss, business 
investment creation/loss, absenteeism, productivity, tardiness, bankruptcy rates, crime 
rates, divorce rates, abuse/neglect rates, and overall rate increase of problem/addicted 
gamblers. 

2. Mandatory reporting and full disclosure of financial and legal records of non-tribal 
casino management companies. With a growing number of tribal casinos declaring 
bankruptcy and record level of fines for improper conduct being assessed to casino 
management companies, full disclosure should be mandatory on all financial and legal 
records and issues. 

3. Local government, state legislative, and gubernatorial approval for land in trust. 

Congress should amend IGRA to require that a Governor must concur in all cases before 
state lands are put into trust for the purposes of gambling. There should also be a 
provision that requires the support of the state legislature and affected local units of 
government before land is removed from the tax rolls. Mechanisms such as this will go a 
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long way to restoring the general rule Congress established in 1988 against casino 
gambling on newly acquired trust land. 

4. Local and statewide voter approval of any Land-in-Trust application for the 
purposes of Class III casino gambling. In Michigan, precedent was first set in the local 
and statewide vote on the Detroit casinos, and then in 2004, Michigan voters established 
a public mandate by requiring a local and statewide for any casino-style expansion. Tribal 
casinos were exempt because of federal constitutionality issues. The federal law should 
follow Michigan’s lead and apply the same voter approval standards to tribal casinos. 

5. Clarification of Class II gaming to eliminate abuses and loopholes for “electronic 
bingo games’. In order to get around the compact requirements of IGRA, many tribes 
and their non-Indian sponsors have turned to “gray games” to open or expand a casino. 
Class 11 gaming allows bingo to be played on tribal lands even without a state-tribal 
compact. Slot machines, however, are a Class III device and require a compact. 
Manufacturers of slot machines have now created electronic bingo games that look and 
feel like a slot machine, but that the gambling industry is trying to pass off as allowable 
Class II bingo. The Class II loophole has created a difficult situation for states either 
trying to halt the expansion of casinos or regulate them in a responsible manner. Like 
Chairman McCain, I recognize that the NIGC is trying to address this problem, but 
frankly it cannot wait. NIGC does not have the resources to reign in this problem. 

Indeed, it lacks the resources to effectively regulate an expanding $18.5 billion industry, 
much less take on this added regulatory burden. Congress needs to re-assert its express 
intent to forbid slot machines of any kind — whether tagged with a “bingo” name or not— 
in the absence of a valid state compact 

In closing, I reiterate my plea to you to study these issues in depth, and urge you to take 
immediate action and impose a moratorium on any further casino expansion pending the results 
of your study. It is imperative that Congress takes swift and decisive steps today to get its arms 
around this issue before more jobs are lost and more families are put at risk. 
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23 U BKX>t4^h ! 


stop Casino Expansion in Michigan 


161 Ottawa Ave. NW, Suite 41 IF, Grand Rapids, Michigan 49503 
Phc»^e; (616) 235-9380 xl4 • Fax: (616) 235-9381 


MEMORANDUM 


To: The Honorable John McCain 

From: Mike Jandemoa, Chair, 23 is Enough 

Date: June 16,2005 

Re: Response to Questions 


Thank you again for the opportunity to testify before the U.S. Senate Indian Affairs Committee 
at the oversi^t hearing on Taking Land in Trust on May 18, 2005. 

Per the request in your June 1, 2005 letter, I am writing to respond to the committee’s questions. 
If you have additional questions or would like more information, please contact me at 616-732- 
1771. 

Written Responses: 

1. Question: In your testimony you reference research showing increases in local crime, 
divorce, ^d bankruptcy from Indian gaming. If a casino in Gun Lake will increase 
crime, why does the Deputy Sheriffs Association support the Tribe 's efforts? 

Answer: The short answer is their support is preceded by the promise or allure of money 
to cover and exceed the increased costs associated with gambling-related crime. 
Michigan is in a state of fiscal crisis and as state government continues to cut revenue 
sharing dollars, local governments and law enforcement agencies are turning to other 
revenue sources to support their operations. 

Law enforcement agencies in Michigan acknowledge the increase in crime and gambling- 
related costs associated with casino developments. In the case of the Detroit casinos, the 
costs have actually exceeded the amount of revenue sharing paid out by the casinos for 
local services because many within the city of Detroit bought into the big promises of 
increased revenues and big numbers made by the casinos. The City of Detroit is now 
running a $1.25 million deficit for police, fire, and gambling-related costs above and 
beyond the percent of revenue the city receives for those same services. These costs do 
not even begin to factor in the unaccounted costs for increased divorce rates, 
bankruptcies, and addictions among other social ills related to gambling {see enclosed 
Detroit News article. May 2, 2004 “Casinos Cost Detroit $1.26 million'^). 

Moreover, the Department of Interior does not require an impact study of social or 
economic impact costs to assess the cost/benefit of casinos and local governmental 
services. 
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2. The Tribe seems to have a significant number of local chambers of commerce and other 
groups supporting its efforts. 

Question.- Why do you think these groups support the Tribe? 

Answer; The local chamber endorsements have everything to do with the influence and 
promises of money. An economic impact study completed by the Anderson Economic 
Group (AEG) shows that a casino project may have an economic benefit to those areas 
within a 10-mile radius of the proposed casino. However, any benefits to a few local 
businesses actually come at the expense of the surrounding communities due to their loss 
of jobs and economic activity. Jobs in the surrounding communities are adversely 
impacted in two ways. First, jobs are displaced with local communities losing the jobs 
that are added to the casino (i.e. wait staff, cooks, bartenders, hosts, etc.). Second, 
additional jobs are lost due to gambling-related absenteeism, tardiness, distraction and 
other issues that negatively impact productivity and quality. The study concluded that the 
proposed Gun Lake tribal casino would have a net economic loss to the region as a 
whole, particularly in the larger metropolitan areas. 

The AEG study was done after most of the chambers in the outlying communities had 
been blinded by the bright lights and big money promises of the wealthy casino owners 
and made their decision to support the proposed casino. However, unlike the Grand 
Rapids Area Chamber of Commerce, these outlying chambers did not thoroughly 
research and/or conduct their own studies on the cost benefits of a proposed casino. This 
is why after thorough review and an independent economic impact study was completed, 
the following key business advocacy organizations have made public their opposition to 
the proposed casino: Grand Rapids Area Chamber of Commerce, Southwest Michigan 
First (Kalamazoo Economic Development Corporation), the Grand Rapids Downtown 
Development Authority, Grand Action, the Allegan Farm Bureau, and other groups are 
opposing the Gun Lake casino. 

In the case of the Kalamazoo Chamber of Commerce support, the Tribe has enticed 
support with suggestions of contracts and cash pledges. One such example is the 
$100,000 gift from the tribe to the Chamber. Bill Johnston, chairman of the Kalamazoo 
Economic Development Coiporation, a sister organization to the Kalamazoo Chamber, 
raised these issues in a very pointed letter dated August 17, 2004 to the Chamber 
president, John Long (see enclosure). Notably, the Gun Lake Tribe has actually 
threatened not to do business with any business or organization that is a member or 
affiliated with casino opponents, particularly members of the Grand Rapids Chamber of 
Commerce. 

In the city of Detroit, significant promises were made regarding new hotels, new 
restaurants, and new economic activity from the Detroit casinos. As was reported in a 
Detroit Free Press article on July 1, 2004, five years after the casinos were opened, 
beyond the walls of the actual casinos, there has been very little spin off (see enclosed 
Detroit Free Press article, "Were 3 Casinos Worth the Risk? ") 
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Question; Would you support the Tribe's land into trust application if it did not include 
plans for a casino? 

Answer: Under the current federal tribal gaming law, we would be reluctant to support 
the Tribe’s land-in-trust even if it did not include plans for a casino because precedent 
shows that several other tribes have obtained land in trust without plans for a casino and 
later amended their plans and received approval to build a casino. Across the nation, 
there are communities and local and state governments that have been frustrated and 
disappointed because of changes made after the land in trust process and the fact that they 
were powerless to stop it. 

In the case of the Gun Lake Tribe, we have seen multiple examples of the Tribe made 
promises and entered into formal contracts with businesses, and in the end chose not to 
honor the agreements using the cloak of sovereign immunity to avoid enforcement of the 
contracts. One example is the lawsuit filed by Sungold Entertainment and its parent 
corporation, Sungold Gaming International Ltd., in 1999 for more than $447 million. 
The suit sought damages from the Gun Lake Band of Potawatomi Tribe’s repudiation of 
its contractual agreements, which had promised Sungold would be granted the exclusive 
rights to manage any future casinos operated by the Tribe, and would receive a 
percentage of casino revenues for a term of years, in exchange for financial assistance 
provided by Sungold that would assist the Tribe in its efforts to obtain the necessary 
acknowledgment of tribal status by the United States Department of Interior. However, 
based on the Tribe’s claims of sovereign governmental immunity from lawsuits, the case 
was dismissed (See enclosed articles). 

Another example occurred in 2002 with a lawsuit brought by Kean- Argovitz Resorts of 
Michigan against the Gun Lake Band of Potawatomi after the Tribe had reneged on its 
promises and contractual agreements to pay Kean-Argovitz to manage its planned casino. 
The suit says the firm agreed to advance the Tribe about $80,000 a month for 
administrative and legal costs, and as much as $100 million more to buy a site and build a 
facility. In return, the Tribe was to give Kean-Argovitz exclusive rights to manage the 
casino and hotel for five years, receive a percentage of net revenue and repay loans at 
market value. Once again, the Tribe claimed sovereign immunity and the case was 
dismissed (see enclosed U.S. District Court Opinion and Penasee Globe article, “Spurned 
Casino Management Firm Sues Gun Lake Tribe " ). These are just two examples that 
show that although a Tribal group may promise one thing, these very promises and/or 
contracts are not binding. 

Moreover, it must be noted that the Gun Lake Band's application to take land into trust 
for a proposed casino is in direct conflict with the Band's earlier promises to its own 
members and the federal government. In 1 993, Gun Lake Band leadership, in a letter to 
the Assistant Secretary of Indian Affairs, admitted that the tribal council had agreed to 
pursue federal acknowledgement for the Gun Lake Band only on the condition that "there 
would never be casinos in our Tribe" {See Exhibit, BIA, Historical Technical Report on 
the Match-E-Be-Nash-She-Wish Band ofPottawatomi Indians of Michigan, Inc., at 79). 
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In fact, the tribal council agreed to pursue federal acknowledgement only by including 
the following prohibition on gambling in the tribe’s constitution: “The Gun Lake Band . . 
. is the only Indian Tribe in the State of Michigan which has decided not to sacrifice the 
future of its membership to gaming interests and the changes to traditions in the 
community that gaming could bring.” See id. The constitution also included the 
following more specific prohibition on gambling: “The Elder's Council may exercise 
such further powers as may in the future be delegated to it by members of the tribe, or by 
the Secretary of the Interior, or any other duly authorized ofTicial of the State or Federal 
Government, or any federal statute, or regulation, except the development of casino 
gaming enterprises (class III) in those counties where the population of [the Gun Lake] 
Band Tribal members exceeds (20) percent of the Tribe's total membership. The proviso 
limiting certain forms of Tribal casino gaming enterprises near the heart of the Tribal 
community shall not be altered by future Elder's Council decisions or subsequent 
Constitutional amendments” (Id. at 1 13 n.l94). Thus, the current land-in-trust 
application is in direct conflict with the promises made by the Gun Lake Band at the time 
it sought federal acknowledgement. 


3. The Department informs us that there is opportunity for local communities to participate 
in their land into trust determinations? 

Question; Did you participate in the Department’s process? 

Answer: Yes, we attempted to participate in the process, but the issues that we raised and 
backed up with solid economic data not only were completely ignored, but worse yet, 
under current law are deemed irrelevant according to responses given to us by the BIA. 
Through the Community Partnership for Economic Growth, we submitted testimony to 
the BIA as part of the land into trust determinations along with the results of an 
independent economic impact study conducted by the Anderson Economic Group, but 
this too was deemed irrelevant. 

The BIA also ignored the opposition, issues and concerns raised by the Michigan 
Congressional Delegation (Congressmen Peter Hoekstra & Vernon Ehlers, see enclosed 
Congressman Hoekstra’s letter) along with every West Michigan State Senator and 
Representative, including those from Allegan County, as well as several other 
organizations such as the Kent County Commission, the Downtown Development 
Authority, the Allegan Farm Bureau, and many township officials. 

However, the key language and determination requirements that is flawed relates to 
“local communities” and the lack of a comprehensive regional approach toward 
economic, social, and environmental impacts. 

Question: Did the BIA respond to any comments you submitted? 

Answer: In a letter to Grand Rapids Chamber president Jeanne Englehart dated October 
12, 2004, the Acting Deputy Assistant Secretary at the Department of Interior 
acknowledged that economic and social impacts are not part of analysis for the 
determination process. Unfortunately, the federal law is outdated and only requires a very 
narrow environmental assessment of land use and traffic patterns as opposed to a 
complete regional environmental, social, and economic impact study of a proposed 
casino development. 
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PURPOSE 


METHODOLOGY 


Executive Summary 


Executive Summary 


Anderson Economic Group undertook an assessment of the impact that a pro- 
posed tribal casino in Wayland Township would have on Michigan’s economy. 
This study complements our critical review of the economic impact study sub- 
mitted to the Bureau of Indian Affairs (BIA) by the Match-E-Be-Nash-She- 
Wish Tribe, also know as the Gun Lake Band of Potawatomi Indians. 

This report, commissioned by the Grand Rapids Area Chamber of Commerce, is 
intended to provide a realistic look at the economic impact of the casino. Ander- 
son Economic Group limits its analysis to the economic and market issues 
involved with the development of the subject casino. We refrain from taking a 
side for or against casino development or gaming. 


Our analysis can be broken into two main parts. First, we begin by assessing the 
market for the Wayland Township Casino that the Gun Lake Band proposes. 
Then, we produce an economic model to simulate the impacts of the casino 
operations. Below is a summary of our methods used to complete each step. 

Assessing the Market for Casinos 

We incorporate the rigorous analytical techniques and data standards that we use 
in market studies for other industries into our casino impact study methodology. 
Although we recognize that no approach can ever model the market with com- 
plete accuracy, our methodology introduces a level of analytical thoroughness 
that exceeds that of other studies we have reviewed. 

We begin by conducting a comprehensive analysis of the competitive casino 
market in Michigan and Northern Indiana. We use the same methodology to 
assess the market areas of all competitive casinos, including Wayland, and con- 
sider the effect that each casino will have on population groups included in the 
Wayland project’s market area. A careful analysis allows us to distinguish mar- 
ket impact due to the Wayland Township project from impact attributed to one 
of its competitors. 

We run our analysis under two competitive scenarios. Scenario One accounts 
for competition from existing casinos. Scenario Two accounts for competition 
from existing casinos, as well as new facilities in New Buffalo and Emmett 
Township. For each of these scenarios, we estimate the following figures: 

1. Gaming expenditure at the Wayland casino (projected Wayland revenue); 

2. Increase in total casino-gaming expenditure due to the introduction of the 
Wayland facility; and 
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Executive Summary 


3. Cannibalization of revenue from other casinos due to the introduction of 
the Wayland facility. 

A detailed description of the methodology and conclusions from the market 
assessment are included in “Maricet Assessment” on page 8. In this section, we 
also include maps of the Wayland Township trade area, and the trade areas of its 
competitive casinos. 

Determining Economic Impact 

We use a sophisticated economic model to estimate the sources of casino reve- 
nues, the uses of the casino revenue, and related expenditures by out-of-state 
visitors traveling to the casino. The model also includes construction expendi- 
tures made initially on the facility. This particular model is adapted from the fis- 
cal and economic impact model and related methodologies we have developed 
for analyzing other projects. 

The model is implemented in a mathematical and simulation software environ- 
ment that allows us to predict, over numerous periods, the impacts of different 
variables, as well as allowing different variables to interact with each other. For 
example, we can allow casino revenue to grow over time, while taking into 
account that growing casino revenue implies similarly increasing displaced 
income in other industries. 

The model schematic, in graphical form, and data inputs are presented in the 
appendix. 

Defining Economic Impacts 

Our firm has rigorously completed, and critiqued, numerous economic impact 
analyses. We depart from many other practitioners by insisting on a specific, 
conservative, and realistic definition of “economic impact.” We define eco- 
nomic impact as bona fide, new economic activity directly or indirectly caused 
by the subject development. In calculating the effects, we take into account both 
benefits and costs. In particular, we subtract from the total benefit figure any 
reductions in economic activity due to displacement or substitution effects. 

The resulting findings are much more conservative, and realistic, than many 
reported analyses that fail to subtract costs, ignore substitution effects, or exag- 
gerate benefits. 

In reporting our ^alysis, we also identify key assumptions, describe our meth- 
odology, and identify in the text any important factors that cannot or were not 
quantified in our analysis. 


Anderson Economic Group 


2 



65 


Executive Summary 


SUMMARY OF FINDINGS Market Assessment Conclusions 

Table 1 summarizes the revenue projections from our market analysis for the 
two scenarios descril^ in the methodology. The table includes projections for 
the total casino revenue, and the sources for this revenue. Our results also show 
the amount of the casino revenue that is redirected from non-casino gaming 
activities, compared to the amount that is redirected from expenditure at other 
casinos. 


TABLE 1. Summary of Market Analysis Results 


Variable 

Scenario One^ 

Scenario Two** 

Total Wayland casino revenue 

$161,930,028 

$91,207,822 

Revenue from expenditure shifted 
from other industries 

$92,163,963 

$42,387,576 

Expenditure shift rate 

57% 

46% 

Revenue from cannibalization of 
other casinos’ probable revenue 

$69,766,065 

$48,820,246 

Cannibalization rate 

43% 

54% 


a. Assumes competition from existing casinos in Detroit, Mount Pleas- 
ant, Manistee, Traverse City, Leelanau Peninsula, and Michigan 
City (IN). 

b. Assumes competition from existing casinos, plus proposed casinos 
in New Buffalo and Emmett. 

Based on our analysis, we find that: 

• In neither scenario is the expected revenue figure for the Wayland Town- 
ship casino as high as the revenue figure reported by the tribe to the BIA. 

• The projected Wayland Township casino revenue under Scenario Two is 
46% below the revenue projection expected by the Tribe based on the mar- 
ket analysis it submitted to the US Bureau of Indian Affairs. This difference 
calls into question the financial viability of the casino’s business plan as 
proposed. 

• Between $42- and $92-miIlion of the casino’s projected revenue will be 
redirected from expenditure on non-casino-gaming goods and activities. 
Between $49- and $70-million will be redirected from expenditure at other 
casinos. These figures represent losses in other areas of the economy that 
must be accounted for in the economic impact analysis. 

• The majority of casino revenue will come from Michigan residents under 
either scenario. These expenditures will displace income to persons in other 
industries, particularly entertainment, travel, food, and lodging. 
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Executive Summary 


Economic Impact Conclusions 

The following tables show the net economic impact of opening the proposed 
Wayland casino by region. Table 2 compares the net economic benefit to Alle- 
gan County to the net economic loss to the rest of Michigan. Table 3 further 
breaks down the economic effect by region. 

TABLE 2. Summary of Net Economic Benefit, (SMilllons) 

AHegan County compared to rest of Michigan 

Region 2004 2004 to 2014 

Allegan County 97.5 1,185.9 

Michigan (except Allegan) (123.5) (1,503.5) 


[ Net Benefit (loss) (26.10) (317.57) j 


TABLE 3. Summary of Net Economic Benefit, by Region (SMillions) 


Region 

2004 

2004 to 2014 

Allegan County 

97.5 

1,185.9 

Barry County 

(6.0) 

(73.6) 

Kalamazoo Ccmnty 

(4.4) 

(53.7) 

Kent County 

(49,7) 

(605.2) 

Ottawa County 

(12.3) 

(149.2) 

Northern Michigan 

(15.3) 

(185.9) 

Middle Michigan 

(24.1) 

(293.2) 

Southeast Michigan 

8,1 

98.7 

Other Southwest Michigan 
Counties® 

(19.8) 

(241.4) 

1 Michigan Net Benefit (loss) 

(26.10) 

(317.57) 1 


a. Berrien, Branch, Calhoun, Cass, SL Joseph, and Van Buren 
Counties. 


Based on our analysis of net economic benefit, we find that: 

• The areas outside of the immediate development area will experience a net 
economic loss due to the casino. This results from shifting local consumer 
expenditures to the casino, and away from other businesses in areas such as 
Kalamazoo, Ottawa and Kent Counties, and the Lakeshore.^ 

• Wayland Township and Allegan County as a whole will experience a net 
positive economic Impact from the proposed casino. In 2004 we expect the 
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impact to the county economy to be $97.5 million. This figure includes pay- 
roll, return on investment, payments made to members of the tribe, pur- 
chases, economic spin off, and other economic activity. The benefit will 
likely be concentrated on the communities directly surrounding the casino. 
Some portions of the county economy, including the Lakeshore, may lose 
as economic activity is shifted away from other businesses. See Table 2 on 
page 4. 

• The net benefits experienced by Allegan County will come at a cost of 
$123.5 million in 2004, and $1,503.5 million between 2004 and 2014, to 
the rest of the State of Michigan. See Table 2 on page 4. 

• Kent County will experience the largest economic loss due to the opening 
of the Wayland casino. This is because much of the expenditure that other- 
wise would be directed to the Grand Rapids area economy without the 
casino, will be spent at the new casino in Wayland Township. Kent County 
will experience a net economic loss of $49.7 million in 2004, and $605.2 
million between 2004 and 2014. See Table 3 on page 4. 

• The overall net economic effect to the entire State of Michigan will be a 
loss of $26.1 million in 2004, and $317.6 million between 2004 and 2014. 
The loss represents a net transfer in economic activity outside of the state 
due to out-of-state payments to investors and management companies, pur- 
chases, and other expenditure that greatly exceed the expected revenue 
from out-of-state visits to the Wayland casino. See Table 3 on page 4. 

• This overall net impact includes reasonable “multiplier” effects caused by 
new and displaces expenditures in Michigan, including payroll, purchases, 
and tourism-related expenditures by out-of-state visitors. 

In addition to measuring the change in total net economic benefit to the State of 
Michigan and specific regions, we also determined the effect that the proposed 
casino would have on the State in terms of jobs lost or gained. Table 4 on page 6 
shows the impact of the proposed Wayland Township casino on employment in 
Michigan. 


I . Here, ‘ Lakeshore” refers to Lake Michigan coastal communities such as Holland, Saugatuck, 
Soudi Haven, and Grand Haven. 
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TABLE 4. Economic Impact to Michigan Jobs^ 



Total Jobs 

Total Jobs 

Net Change in MI 

Year 

Gained** 

Lost 

Employment 

2004 

3,173 

4,912 

(1,738) 

2005 

2,416 

5,010 

(2,594) 

2006 

2,464 

5,110 

(2,646) 

2007 

2,513 

5,212 

(2,699) 

2008 

2,564 

5,316 

(2,753) 

2009 

2,615 

5,423 

(2,808) 

2010 

2,667 

5,531 

(2,864) 

2011 

2,721 

5,642 

(2,92!) 

2012 

2,775 

5,755 

(2,980) 

2013 

2,830 

5,870 

(3,039) 

2014 

2,887 

5,987 

(3,100) 


a. These figures represent a difference In annual jobs. For example, if the 
casino were opened, we expect there to be 2,864 fewer jobs in the eccm- 
omy by 2010. 

b. Total jobs gained and lost include direct, indirect, and tourism induced 
jobs. Total jobs gained in 2004 includes 805 construction jobs, although 
construction will likely be spread out over multiple years. 

When we analyze changes to employment, we find that: 

• Temporary jobs created through the construction of the casino will reduce 
the initial negative impact of the casino on Michigan employment. Through 
construction and the first year of operation, the casino will result in a net 
decrease of 1,738 Michigan jobs, compared to a net decrease of 2,594 to 
3,1 00 jobs per year in the ten years following construction. 

• The casino will result in the creation of between 46 and 56 tourism-related 
jobs. We consider tourism-related jobs to be those jobs created through the 
expenditure from out-of-state visitors. This results in a minor overall effect 
on the economy. 

• To support one job, it requires more expenditure at a casino than at the 
average non-casino establishment. This is because a large portion of the 
casino expenditure is directed (1) out of state, and (2) to uses that have a 
lesser spin-off effect on the economy. 


For detailed tables and figures displaying the inputs and outputs of our eco- 
nomic model, please see “Appendix A: Model Inputs and Results” on page 31 
and “Appendix B: Figures” on page 41 . Additionally, “Appendix C: Model 
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Schematic” on ps^e 45 graphically outlines the model used in calculating eco- 
nomic impacts. 

Cautions in the analysis 

While our market study and economic impact analyses were completed using a 
rigorous methodology, it is based on a number of assumptions that should be 
considered when reviewing the results. These cautions are summarized in “Cau- 
tions in the Analysis” on page 25. 
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Market Assessment 


The market assessment involves the analysis of market characteristics to deter- 
mine (1) demand for tihe proposed facility in terms of visitors (customers) and 
(2) potential revenue. The basic steps involved in the analysis of a casino’s mar- 
ket include: 

1. Define relevant trade areas (the areas from which the casino will draw visi- 
tors). 

2 . Determine the gambling population within these trade areas based on the 
percentage of the adult population that will likely visit a casino annually. 

3. Using a figures for the average number of casino visits by each casino visi- 
tor, determine the total number of casino visits per year. 

A. Distribute the total projected annual casino visits between the subject 
casino and its competitors by using estimated market penetration or capture 
rates. 

5. Determine the casino’s annual revenue, using per-visit revenue (casino 
“hold”) estimates, based in part on distance of the visitor from the casino. 

6. Identify expenditure shifts from other activities and purchases, and canni- 
balization of revenue from other casinos. 

We incorporate the rigorous analytical techniques and data standards that we use 
in market studies for other industries into the generally accepted casino impact 
study methodology. Although we recognize that no approach can ever model the 
market with complete accuracy, our technique introduces a level of analytical 
thoroughness that we have not seen in other casino Impact studies. 

We run our analysis under two scenarios. Scenario One accounts for competi- 
tion from existing casinos. Scenario Two accounts for competition from existing 
casinos, as well as new facilities in New Buffalo and Emmett Township. For 
each of these scenarios, we calculate the following figures: 

1 . Annual Wayland Casino gaming visits; 

2 . Gaming expenditure at the Wayland casino (projected Wayland revenue); 

3. Increase in total casino-gaming expenditure due to the introduction of the 
Wayland facility; and 

A. Cannibalization of revenue from other casinos due to the introduction of 
the Wayland facility. 

Our economic impact analysis uses the resulting factors as input variables in the 
model (see “Economic and Fiscal Impact Assessment” on page 20). 
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The technique used to define market areas differs widely. As a guide to deter- 
mine the extent of a trade area, some analyses use distance rings; others use 
drive-time analysis; and others define a trade area based on political boundaries. 
Some of the analyses incOTporate multiple trade areas for the subject casino, and 
some analyses extend this approach to consider multiple trade areas for each 
competitor. 

Of all these approaches, the best analysis is the one closest to the actual market. 
This usually means using a reasonable methodology that can be applied to all of 
the competitive casinos in the area. Furthermore, it means acknowledging the 
overlap in market areas between multiple casinos. The use of drive times in the 
market area definition provides a better guide than the use of linear distances, as 
drive times provide an indication of both distance and travel time, which helps 
account for the cost to gamblers of traveling to a casino. 

Wavland Township Casino Trade Areas 

We define primary, secondary, and tertiary market areas for the proposed Way- 
land Township casino. These represent drive-time regions of 30 minutes, 1.5 
hours, and 2.5 hours. The drive time analysis used to define these regions was 
completed using our in-house geographic information system (GIS). It was 
completed using the current network of roads, and assumes that drivers will 
adhere to the speed limit during their travels.^ Our market areas are presented in 
“Map I : Wayland Township Trade Areas” on page 1 1 . 

After defining the drive-time regions, we collect data on all block groups that 
fall within the areas.^ The use of block groups instead of a larger geographic 
regions allows for more precise market areas. Through this technique, we calcu- 
late demand for each of the 2,968 block groups located in the proposed casino’s 
trade areas, and then aggregate the numbers to determine the demand for larger 
geographic areas, such as counties or states. 

Accounting for Visitors from Outside the Trade Areas 

In our assessment, we limit Wayland Township market area to a 2.5 hours drive 
time. This does not indicate that we believe no one from outside of the casino’s 
tertiary market area will gamble at a new casino in Wayland Township. How- 


2. The definition of a market area using these parameters is based on our methodology used in 
market assessments for other industries. We adopt this method to account for the unique char- 
acteristics of the casino market. The drive times used in the aiialysis are based upon generally 
accepted travel distances for regional tourism markets, and similar in scope to the regions from 
which other studies have reported that customers are drawn. For example, see: Indiana Univer- 
sity School of Public and Environmental Afftirs, “Indiana State Gaming Commission Study,” 
1999. 

3. Block groups are the smallest gec^aphic regions defined by the US Census Bureau. 
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ever, gamblers that drive over 2.5 hours to Wayland will be offset by the loss of 
Wayland-area gamblers to casinos that are farther than 2.5 hours away. 

Given that many other Michigan casinos are located in “destination” locations, 
we feel this assumption to create conservative trade area definitions. For exam- 
ple, non-gambling tourism draws to Traverse City, Leelanau Peninsula, Petos- 
key, St. Ignace, Detroit, New Buffalo, and other locations may enable casinos in 
these locations to attract more gaming visits from the Wayland trade area than 
our model predicts.*^ 

Competitive Casino Trade Areas 

We also define primary, secondary, and tertiary market areas for each of the pro- 
posed casino’s competitors using the same drive-time analysis that we use for 
the subject development. Competitive casinos have at least one trade area that 
overlaps one or more of the proposed casino’s trade areas. 

Using this approach, we find that a Wayland Township casino will compete with 
the existing casinos in Mount Pleasant, Manistee, Buttons Bay on the Leelanau 
Peninsula, Traverse City, Detroit (3 casinos), and Michigan City (IN), as well as 
planned casinos in New Buffalo and Emmett Township. 

“Map 2: Competitive Casinos, Overlap of Influence Regions” on page 12 shows 
the overlap between the trade areas of competitive casinos. They are divided 
between two layouts to simplify the display of the information. 


4. Although Allegan County includes a relatively tourist-rich Lakeshore, we do not consider 
Wayland Township to serve as a “deslintaion" location. The time involved with travel between 
the Lakeshore and Wayland Township will prevent the casino from taking advantage of the 
existing tourism base. 
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Calculating Total Casino Visits 

For each block group, we calculate total casino visits based on the adult popula- 
tion, its propensity to gamble, and the average annual number of casino visits 
per gambler. This esdmation includes the following steps:^ 

1 . Collect population data for each block group to determine the population 
greater than 2 1 years of age.^ 

2 . Calculate the number of adult gamblers in each block group by multiplying 
the adult population by the percentage of the adult population that attend a 
casino annually. We estimate that 40% of Michigan’s adult population gam- 
bles at a casino annually.^ 

3. Calculate the total number of casino visits per block group by multiplying 
the number of casino gamblers by the average number of visits per year. 

We assume that, on average, gamblers closer to a casino will go to a casino 
more often than gamblers located farther away from a casino. This assump- 
tion reflects reasonable market behavior, not just in the casino industry, but 
in other industries as well. 

We account for the correlation between proximity to a casino and gaming 
frequency by determining the average number of casino visits based on the 
highest-level casino trade area in which a block group is located. If a block 
group is located in any casino’s primary market area, we estimate that the 
average gambler within that block group will visit a casino 10 times per 
year. If its highest-level trade area is a secondary market area, we estimate 
that the average gambler will visit a casino six times per year. For tertiary 
market area casinos, the average number of visits is reduced to three.® 

Table 1 on page 1 4 shows the average annual number of casino visits by the 
highest-level trade area in which a population group is located. Because the 
cost of visiting a casino increases with distance to the casino, gamblers far- 


5. We used assumptions fwcsented in the Gun Lake Tribe’s submission to the Bureau of Indi^ 
Affairs, (Michigan Consultants, “Updated Economic and Community Impact Analysis: Alle- 
gan County Native American Casino,” October 2002) unless we had other sources we believed 
were significantly more accurate. 

6. We use 2006 projections provided by Applied Geographic Solutions based on Census data and 
growth uvnds. 

7. 40% is based on the figures reported by the Gun Lake Tribe in its submission to the Bureau of 
Indian Affairs. However, we believe that this is likely a liberal representation of the market. 
We further discuss the use of this number in our “Critical Review; Gun Lake Band ofPotowat- 
tami Indians Environmental Impact Study; Economic and Community Impact Analysis,” 
which was submitted to the BIA on Monday, Februaiy 10, 2003. 

8. The average annua! gaming visits shown in Table 1 on page 14 are adopted from the average 
numbers of 10, 5, M>d 3 used by KPMG in their assessment of similar projects. Because the 
Tribe’s submission did not account for the relationship between distance and gambling fre- 
quency, we did not find ite frequency assinnptions reasonable. 
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ther from the casino are less likely to visit the facility as frequently as gam- 
blers closer to the casino. 

TABLE 1. Average Number of Casino Visits by Highest-Level Trade Area 

Variable Primary Secondary Tertiary 

Annual Visits per Gambler 10 6 3 

Applying Market Share Between Casinos 

We define the trade areas for each casino by the Census block groups they 
include. For each block group we then determine all casino trade areas of which 
it is part. For example, a single block group may be included in Wayland Town- 
ship’s primary market area, Emmett’s secondary market area, and the tertiary 
market areas of New Buffalo and Michigan City.^ 

We then determine the market share that each casino pulls from each block 
group. In order to determine the portion of a block group’s casino visitors that 
will likely go to each casino, we apply assumptions regarding penetration rates 
and market shares. Table 2 shows the penetration rate assumptions that we use 
in determining the market share that is attributed to each of the competitive casi- 
nos, including Wayland. 


TABLE 2. Penetration Rate Analysis 


Relevant Market Areas 

Primary 

Secondary 

Tertiary 

Primary Only 

100% 



Primary, Secondary 

80% 

20% 


Primary. Tertiary 

95% 


5% 

Primary. Secondary, Tertiary 

76.8% 

19.2% 

4.0% 

Secondary Only 


100% 


Secondary, Tertiary 


63.5% 

36.5% 

TertiMy Only 



100% 


We use the rates from the table to determine the penetration that a casino in each 
of the trade areas have in each block group. These percentages must be 
weighted if there are multiple casinos within each category. For example, if a 
block group falls within the primary market area of one casino, and the tertiary 
market area of a second casino, the primary and tertiary market area casinos 
would capture 95% and 5% of the market respectively. However, if the block 


9. Block group inclusion in a trade area definition is based on the location of the block group’s 
geographic centroid. The small size of the block group compared to a trade area enables us to 
closely adapt the actual drive time analysis to our data sources. Any discrepancy to the result- 
ing population figures is insignificant. 
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group fails within the primary market area of one casino, and the tertiary market 
area of three casinos, the percentages must be weighted to account for multiple 
trade area overlap. The total non-weighted penetration rate for the block group 
would be 110% (95% + 5% times three casinos). In order to account for this, we 
divide each of the penetration rate percentages by 1 1 0%, Therefore, the primary 
market area casino would capture approximately 86.4% of the market, and each 
of the three tertiary casinos would capture approximately 4.5% of the market. 

To determine the number of visits that a block group’s population makes to each 
casino annually, we multiply its total annual casino visits by each casino’s local 
market penetration. For the purposes of our analysis, we calculate the number of 
visits to the Wayland casino separately, and aggregate the visits to other casinos 
into primary, secondary, and tertiary market area categories. 

Calculating Casino Revenue 

After determining the number of visitors that travel to casinos from each block 
group, we calculate total casino expenditure by block group, as well as casino 
expenditure (i.e., revenue) at the Wayland Township venue. We do this by 
assigning an average casino hold figure to each visit*® 

We assume that the amount of money that a gambler spends at a casino 
increases with the distance that the gambler traveled to attend the facility. The 
same behavior is seen in a variety of other examples. For example, people that 
live far away from a retail mall are likely to shop less frequently, but purchase 
more items every time that they do travel to a mall. 

Table 3 shows the assumed average casino hold based on which of the casino’s 
market areas the gambler traveled from to attend the casino.** 

TABLE 3. Average Casino Hold by Visitor Trade Area 

Variable Primary Secondary Tertiary 

Average Casino Hold by Visit $40 $50 $65 

In each block group, we multiply the average hold figures by the number of 
casino visits attributed to casinos in the respective market areas. *^ This provides 
a total casino expenditure figure for the block group. 


10. Average casino hold refers to the net casino revenue per gaming visit. We also refer to it as 
“customer loss” or casino “revenue.” 

1 1 .The average hold figui^ are adopted ba.sed on the numbers presented in the tribe’s impact 
assessment; Michigan Coi^ultants, “Updated Economic and Community Impact Analysis: 
Allegan County Native American Casino,” October 2002. 
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To determine expenditure at the Wayland Township casino, we multiply the 
total number of casino visite likely directed to the proposed casino by the aver- 
age Wayland casino hold for the market area in which the block group is 
located. The sum of expenditure at the Wayland casino from ail block groups 
gives total projected revenue for the casino. 

MEASURING SHIFTS IN 
EXPENDITURE AND 
REVENUE 


1 . Total market-area expenditure on casino gaming given no Wayland casino; 

2 . Total market-area expenditure on casino gaming given the entrance of the 
Wayland casino; 

3. Gaming expenditure at the Wayland casino. 

Based on the resulting figures, we estimate the portion of the proposed Wayland 
Township casino’s estimated revenue that is redirected from (1) non-casino- 
gaming expenditure, and (2) casino-gaming expenditure at other facilities. 

To measure the amount of new casino expenditure that the introduction of the 
Wayland project creates, we estimate the difference in total casino expenditure 
that results from the introduction of the Wayland casino. The increase in casino 
expenditure represents a shift in expenditure away from expenditure on other 
activities, purchases, and investments. 

We determine the amount of the Wayland Township casino’s proposed revenue 
that is pulled away from other casinos by comparing the projected revenue for 
the Wayland casino with the increase in casino expenditure that results from the 
introduction of the Wayland facility. The difference in these figures show the 
amount of the proposed casino’s revenues that is “cannibalized” from expendi- 
ture at other casinos. Without the market entrance of the Wayland casino, this 
revenue will be directed to casino gaming at other venues. 


We run our analysis under two scenarios to account for different levels of poten- 
tial competition. Scenario One accounts for competition from existing casinos. 
Scenario Two accounts for competition from existing casinos, as well as new 
facilities in New Buffalo and Emmett Township. For both of these scenarios, we 
calculate the following revenue figures: 


12. A “primary market area casino" refers to a casino with a primary market area that includes the 
subject block group. A “secondary market area casino" refers to a casino with a secondary 
market area that includes the subject block group. A “tertiary market area casino” refers to a 
casino with a tertiary market area that includes the subject block ^oup. 
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Our technique introduce a level of thoroughness that we have not seen in other 
market studies for casino developments, and adopts the analytical standards we 
employ in market studies for other industries to the unique characteristics of a 
casino development. 

We evaluate the market for the proposed casino under two scenarios. Scenario 
One accounts for competition from existing casinos. Scenario Two accounts for 
competition from existing casinos, as well as new casinos in New Buffalo and 
Emmett Township. Table 4 summarizes the result of our analysis. 


TABLE 4. Summary of Revenue Results 


Variable 

Scenario One^ 

Scenario Two^ 

Total Wayland casino revenue 

$161,930,028 

$91,207,822 

Revenue from expenditure shifted 
from other industries 

$92,163,963 

$42,387,576 

Expenditure shift rate 

57% 

46% 

Revenue from cannibalization of 
other casinos’ probable revenue 

$69,766,065 

$48,820,246 

C^nibalizaiion rate 

43% 

54% 


a. Assumes competition from existing casinos in Detroit, Mount Pleas- 
ant, Manistee, Traverse City, Leelanau Peninsula, and Michigan 
City (IN). 

b. Assumes competition from existing casinos, plus proposed casinos 
in New Buffalo and Emmett. 

Highlights from the assessment include: 

• Without competing casinos in New Buffalo and Emmett, the Wayland 
casino revenue will likely exceed $161 million per year of casino operation. 

• The projected Wayland Township casino revenue under Scenario Two is 
$91 million, 46% below the revenue projection expected by the Tribe, 
based on the market analysis it submitted to the US Bureau of Indian 
Affairs. This difference calls into question the financial viability of the 
casino’s business plan as proposed. 

• Between $42 and $92 million of the casino’s projected revenue will be 
redirected from expenditure on non-casino-gaming goods and activities. 
Between $49 and $70 million will be redirected from expenditure at other 
casinos. These figures represent losses in other areas of the economy that 
must be accounted for in the economic impact analysis. 

Results hv Region 

In the following section of the report, we measure the economic impact of the 
casino on specific counties and regions in the state. To prepare for this, we 
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aggregate our revenue results for the regions analyzed in the economic impact 
assessment.*^ 

Table 5 shows the results of the analysis for Scenario One, which accounts for 
competition from existing casinos. 

TABLE 5. Regional Revenue Results (given competition from existing casinos) 


Region 

TotaiWayland 

Revenue 

From 

Expenditure 

Shift 

From Shift 
in Casino 
Revenue 

Total Wayland trade area 

$161,930,074 

$92,163,956 

$69,766,118 

Allegan Cwmty 

$8,770,557 

$5,642,740 

$3,127,817 

Barry County 

$4,976,145 

$3,874,668 

$1,101,477 

Kalamazoo County 

$13,571,973 

$9,658,084 

$3,913,889 

Kent County 

$44,298,352 

$28,207,001 

$16,091,351 

Ottawa County 

$12,469,084 

$9,788,773 

$2,680,311 

Northern Michigan Counties* 

$10,746,674 

$7,492,264 

$3,254,410 

Middle Michigan Counties’’ 

$17,462,969 

$11,438,388 

$6,024,581 

Southeast Michigan Counties® 

$3,338,337 

$278,424 

$3,059,913 

Other Southwest Michigan 
Counties** 

$20,805,301 

$11,083,833 

$9,721,468 

Total Out-of-Stale 

$25,490,682 

$4,699,781 

$20,790,901 


a. Revenue conuibuling counties include Isabella, Lake, Mason, Mecosta, 

Muskegon, Newaygo, Oceana and Osceola. 

b. Clinton, Eaton, Genesee, Gratiot, Ingham, Ionia, Livingston, Montcalm, Sagi- 
naw and Shiawassee Counties. 

c. Revenue contributing counties include Hillsdale, Jackson, Lenawee, and Wash- 
tenaw. 

d. Berrien, Branch, Calhoun, Cass, St. Joseph, and Van Buren Counties. 

If we account for competition from new casinos in Emmett and New Buffalo, 
the aggregate numbers are reduced. The level of reduction to each figure 


13. Only counties that are included in the proposed casino’s market area contribute to the casino’s 
revenue. However, when we assess the net economic impact on these regions, we account for 
benefits to all counties in the region. For example, although our market assessment shows that 
Hillsdale, Jackson, Lenau^e and Washtenaw Countie.s are the only Southeast Michigan coun- 
ties to si^ificantly contribute to Wayland casino revenue, we include gross benefit to the 
Detroit area in our analysis of die overall effect on the region. 


Anderson Economic Group 


18 



81 


Market Assessment 


depends on the proximity of the region to the Wayland casino, existing casinos, 
and new casinos in Emmett and New Buffalo. 

Basis for Regional and Economic Impact Analysis 

We use the Wayland casino revenue estimates from each region to calculate eco- 
nomic impact in the next section. Our analysis calculated economic impact 
under both scenarios; however, our discussion concentrates on the assumption 
that the Wayland casino will enter the market with the existing casinos only 
(Scenario One). 

If Wayland enters the market along with other new casinos, its overall reve- 
nue — and both its positive and negative effects — will be smaller. 
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Economic and Fiscai Impact Asseasment 


Economic and Fiscal Impact Assessment 


The economic impact of any new enterprise includes: 

• The direct effect of new local purchases and payroll of the enterprise; 

• The indirect effects attributable to the additional activity generated as pur- 
chases and payroll and re-spent in the regional economy; and 

• The indirect and direct effects of displaced or substituted expenditures. 

Unlike many economic impact analyses, we consider only new economic activ- 
ity in the net economic impact. Activity that merely replaces or displaces other 
activity — purchases from one store that displace others — is subtracted out. 


Our analysis avoids the common errors that plague most “economic impact” 
analyses. For this analysis, we are careful to describe our use of economic “mul- 
tipliers” in the model. We do so to illustrate the appropriate use of the multipli- 
ers. 

Impact Analysis Avoids Common “Multiplier" Errors 

This approach is much more conservative, and more accurate, than the common 
method of simply multiplying direct expenditures by a “multiplier” and ignor- 
ing all competitive and distributional effects. Our analysis of the Gun Lake 
Band’s economic impact report filed with the Bureau of Indian Affairs (BIA) 
shows in some detail how taking all expenditures and multiplying them by two 
violates the assumptions under which impact multipliers are estimated.*^ 

“Multipliers " in Economic Impact Analysis 

Multipliers are appropriate for bona fide new economic activity in the state or 
region, and reflect the fact that a set of expenditures tend to be re-spent by their 
recipients, partially in the same region or state. Multipliers are not appropriate 
for activity shifted from one activity to another in the same region or state, 
because the displaced income would also be spent and re-spent regardless of the 
casino. 


14. We excerpt in that report a number of sections of the US Bureau of Economic Analysis RIMS 
11 User Guide in which the BEA explains the proper approach, and warns against including in 
the base of a multiplier analysis expenditures that are shifted from one activity to another. A 
complete cq>y of the report (“Critical Review; Gun Lake Band of Potawatomi Indians Envi- 
ronmental Impact SUidy; Economic and Community Impact Analysis,” which was submitted 
to the BIA on Monday, February 10, 2003) is available online at http://www.AndersonEco- 
nomicGroup.com 
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CONSTRUCTION 

ANALYSIS 


Economic and Fiscal impact Assessment 


Appropriate Multipliers on New or Displaced Income 

While “multipliers” are commonly misused, there is an appropriate place for 
them in a correctly-performed economic impact analysis. In this analysis, we 
apply a multiplier to the following expenditures: 

• The wage and salary earnings of casino employees in the State of Michigan 

• The expenditures on purchases made in the State of Michigan for the opera- 
tions of the casino. 

• Expenditures made by out-of-state visitors on other goods and services 
while in the State of Michigan. 

• The displaced income of Michigan residents, who shift their expenditures 
from other household goods and services to casino expenditures. 

The only logically-consistent use of multipliers is to apply them to both “new” 
and “displaced” expenditures. This means applying multipliers to lost expendi- 
ture in other areas of the state, as well as new expenditures in Wayland Town- 
ship. 

Expenditures Not Multiplied 

Some expenditures were not multiplied, because they were not likely to be re- 
spent in the same manner as payroll or purchase expenditures. These include 
profit distributions, gaming tax revenue, and management fees. 

Our analysis properly segregates construction from operational activity. How- 
ever, any construction analysis at this stage is speculative, because: (1) the 
actual facility plans are not available; and (2) our market analysis indicates that 
the likely revenue to the facility, if we assume that two competing facilities will 
open in the region, will be far less than that stated in the tribe’s economic impact 
analysis. This calls into question the financial viability of the project. 

Should construction take place, the economic impact is likely to be positive for 
Michigan, and for Allegan and the surrounding counties, for the following rea- 
sons: 

• The source of the funds for construction would likely be largely from out- 
of-state investors, or from financial intermediaries that draw on out-of-state 
funds. 

• Much of the construction expenditure — though not all — would be made in 
Michigan. 

• Should construction begin in the current economic climate, there would be 
relatively little substitution or displacement of other construction projects in 
the region. 
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OUTLINE OF MODEL 


Economic and Fiscal Impact Assessment 


We use a sophisticated economic model to estimate the sources, the uses of the 
casino revenue, and related expenditures by out-of-state visitors traveling to the 
casino. The model also inciiuies construction expenditures made initially on the 
facility. 

This particular model adapts the methodologies we have developed for analyz- 
ing the impact of other projects, including: 

• The expansion of the Detroit- Wayne Coimty Port; 

• Major industrial installations in various regions of the state; 

• Work stoppages and strikes in the airline, marine transportation, and auto- 
motive industries; and 

• New retailers in various states, and in the Caribbean Basin. 

Implementation o f the Model 

The model is implemented in Matlab and Simulink, which is a mathematical 
and simulation software environment developed by Mathworks, Inc.^^ This 
environment allows us to predict, over numerous periods, the impacts of differ- 
ent variables, accounting for complex interaction among the variables. For 
example, we can allow casino revenue to grow over time, while taking into 
account that growing casino revenue implies changes to the displaced income in 
other industries. 

The model schematic is presented, in graphical form, in the appendix. 

Below, we describe each of the major building blocks in the model. These build- 
ing blocks (or “subsystems”) are illustrated in the schematic in the appendix. 

1. Gaming Revenue 

We first estimate gaming revenue, based on the results of the market 
assessment. This generates casino revenue from various geographic areas 
for the entire period. 

In the schematic, gaming revenue is modeled by the box on the left. The 
outputs from the calculations in this subsystem are revenue from Michigan 
and non-Michigan sources. 

2. Allocation of Casino Revenue 

Using the market demand to forecast total expenditures, we allocate expen- 
ditures based on likely expense categories for a casino enterprise. The larg- 
est allocation is for payroll, with smaller amounts for purchases, gaming 
and other taxes, management fees, and profits. 


15. The Mathworks web site is at: ht^:/Avww.mathworks.com. 
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Economic and Fiscal Impact Assessment 


In the schematic, allocation of casino revenue is modeled in the box to the 
right of the gaming revenue subsystem. 

3. Impact of Expenditures 

The various allocations of expenditures are further apportioned between in- 
state and out-of-state expenditure, and, when appropriate, multiplied to 
account for re-spending in the region’s economy. In particular, payroll and 
purchases in the state are multiplied to account for this re-spending. 

This is done in the two boxes shown on the schematic, to the right of the 
“allocation of gaming revenue” subsystem. 

4 . Displacement Effects 

Using the same market demand variables that drove casino expenditures, 
we calculate displaced income from various geographic sectors. For reve- 
nue from residents of the state, we multiply them to account for the loss of 
re-spending of those dollars. 

In addition, non-Michigan revenue is multiplied by a factor that accounts 
for additional expenditure by those visitors in the state, nd this is then 
multiplied by an additional multiplier to account for re-spending from the 
tourism industry. 

This subsystem is at the bottom of the schematic, below the “allocation of 
gaming revenue” subsystem. 

5. Net Benefits 

Finally, we take all spending in Michigan — including the re-spending esti- 
mated by using multipliers for payroll, purchases, and tourism-related 
expenditures in Michigan — and collect them in the “net benefits” sub- 
system. We subtract the displaced income from losses in other industries 
from these gross benefits to residents of the state to arrive at net benefits to 
the state. 

Then, using county- and region-specific allocation factors, we estimate the 
amount of the gross benefit that accrues to residents of different counties 
and regions. These amounts are compared to the gaming revenue supplied 
by residents of these same areas to arrive at net benefit estimates for each 
county or region. 

The net benefits subsystem is at the far right of the schematic of the model 
in the appendix. 
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Economic and Fiscal impact Assessment 


We use a number of input variables in our model, including: 

• Revenue sources by county and region. These are described in the market 
analysis section of the report. 

• Allocation factors for payroll, purchases, management fees, investor 
returns (including profits), gaming taxes, and other taxes. These were esti- 
mated on the basis of similar enterprises for which data are available.^^ 

• Shares of the expenditures by the casino operation that would accrue to 
Michigan residents. These ranged from very high (for payroll), to 20% (for 
management fees). 

• Plant and property data, which is speculative at this stage, and was not a 
significant factor in the conclusions of the analysis. 

• Construction payroll, which again is speculative and not a significant factor 
in the conclusions of the analysis. 

• Payroll, benefits, and other employment expenses, which includes average 
wages & payroll taxes, benefit ratios, and annual wage increase assump- 
tions that are intended to reflect the average across both direct and indi- 
rectly affected jobs. As a simplifying assumption, we used these same 
factors for both “new” and “displaced” jobs. 

• Impact multipliers, including those for payroll, purchases, and tourism- 
related expenditures. These are reasonably conservative, though properly 
reflect the actual re-spending that will occur from the expenditures for both 
new and displaced income. 

• County and regional benefit and cost shares. 

• Various simulation parameters, including the 2004-20 1 4 time period. Given 
the relatively low inflation rate assumption, the starting date is not critical 
in the analysis. However, as discussed in the market demand analysis, the 
presence or absence of competing casinos in the region is critical. 

These are summarized in the tables in the appendix. 


1 6. The best avail^le source wa.s the Annual Financial Statement Studies, 2002-2003 edition, 
published by RMA (Risk Management Associates, formerly Robert Morris Associates). We 
primarily used the data for SIC 7999; (NAICS 48711 48721. 48799), which is for “entertain- 
ment, amusement, or recreation services,” although the ratios for “coin operated amusements” 
are similar. Although we reviewed the data for “hotels,” lodging is not a comparable enterprise 
to casino gaming. To the extent the in future years, develops a substantial lodging and 

restaurant business, that portion of the impact could then be evaluated using data from the 
lodging and restaurant industries. 
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Economic and Fiscal Impact Assessment 


We make a number of assumptions to simplify our analysis, and project future 
activities b^ed on factors that cannot be known at this time. We identify below 
the most important cautions about the resulte of our analysis. 

• As in any analysis of future economic activity, we assume baseline eco- 
nomic activity, residential patterns, road networks, and consumer prefer- 
ences, as well as cmrent laws. All of these factors will change, and some 
may change significantly. 

• As noted in the market analysis section of the report, we do not know what 
competing casinos will open in the region. Furthermore, our analysis sug- 
gests that, should competing casinos in the region open, the proposed Way- 
land Tovmship facility would likely not be feasibly, and may need to be 
scaled back in size and scope. 

• A proper economic impact analysis accounts for both new and displaced 
income. Should the project be completed, however, the direct new jobs will 
be more visible to the observer than the displaced jobs. 

• We made a simplifying assumption that the aggregate number of new and 
displaced jobs could be estimated using the same average salary and benefit 
figures. The actual pattern of new and displaced jobs will vary somewhat 
from this assumption. 

• The casino operates for a full year, starting in 2004. We present information 
for the full year, even though the first full year may not start until after 
2004. In reality, construction would precede operation, and would likely be 
included during the initial portion of the casino’s first year of operation. 

• We use multipliers in an appropriate manner. While the appropriate use is 
much more important than the size of the multiplier used, the size of the 
multipliers we use (for tourism, purchases, and payroll) are based on econ- 
omy-wide analysis, using a number of strong assumptions. The actual mul- 
tiplier effect will be somewhat different. 

We make further simplifying assumptions about non-casino expenditures, 
including: 

• Transportation expenses, in particular expenses for gasoline and gasoline 
taxes, on average pay for the cost of the service, including road mainte- 
nance. No additional benefit or displacement effects were included due to 
these expenditures. 

• A good portion of the state gaming tax is used to pay for regulation of the 
industry. 

• As the majority of the casino revenue comes from Michigan residents, the 
other state and local taxes (such as sales taxes and property taxes) can be 
ignored in the analysis. In reality, such taxes (especially property taxes that 
would have been paid by businesses that lost earnings due to substitution of 
casino visits) are likely to magnify the effect of the displaced income. 
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Economic and Fiscal Impact Assessment 


• The current use of the land generates no income tax or property tax revenue 
to the state, and the future use will not either. In reality, the current use gen- 
erates some taxes, and the intended use would result in a tax-exempt status 
for much of the casino operations. This again makes the analysis conserva- 
tive. 

• The effect of federal income taxes can be ignored. In reality, federal income 
taxes would generate “leakages” from the state under both the current use 
of the land, and in any proposed casino development. 


Using these assumptions and methodologies, and with the cautions mentioned 
above, we estimate the following economic impact for the State of Michigan, 
and for counties and regions within it. More detail regarding the projected 
impacts is available in this report’s appendix, beginning on page 3 1 . 

The impacts discussed below assume competition from existing casinos only. If 
we assume that new casinos are opened in New Buffalo and Emmett, the gross 
benefits and losses due to the Wayland facility would be reduced. However, we 
found that the net effect of the new casino on the State of Michigan remained at 
a comparable level to the figures presented in the following results. 

The following tables show the net economic impact of opening the proposed 
Wayland casino by region. Table 1 compares the net economic benefit to Alle- 
gan County to the net economic loss to the rest of Michigan. Table 2 further 
breaks down the economic effect by region. 


TABLE 1. Summary of Net Economic Benefit, (SMiilions) 
Allegan County compared to rest of Michigan 


Region 

2004 

2004 to 2014 

Allegan County 

97.5 

1,185.9 

Michigan (except Allegan) 

(123.5) 

(1,503.5) 

j Michigan Net Benefit (loss) 

(26.10) 

(317.57) 1 


State o f Michigan 

The casino enterprise will generate substantial new economic activity in the 
state, especially in Allegan County. Much of the casino payroll and purchases 
will be made in Allegan and nearby counties. Profits and management fees, 
however, will be split between Michigan and non-Michigan residents. 

The majority of the casino expenditures will come from gaming losses by resi- 
dents of the state. These losses (“revenue” to the casino) displace other expendi- 
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tures in the state, as well as savings of Michigan residents that they would use to 
make purchases in the future. 

Therefore, the gross expenditures arising from the new casino would be $192.22 
million in 2004, provided the casino operated for the complete calendar year. 
Subtracting the displaced income of Michigan residents, in the amount of 
$2 1 8.32 million from the gross expenditures, however, results in a net economic 
benefit of $-26.1 million in 2004. Between 2004 and 2014, the Michigan econ- 
omy will lose more than $315 million as a result of operations at the proposed 
casino. 

This negative net benefit means that, after accounting for all benefits and all 
costs, the operation of the casino enterprise will result in dollars flowing out of 
the state. 


Effect hv Region 

Below we discuss the net impact by region. 

TABLE 2. Summary of Net Economic BeneHt, by Region (SMillions) 


Region 

2004 

2004 to 2014 

Allegan County 

97.5 

1,185.9 

Barry County 

(6.0) 

(73.6) 

Kalamazoo County 

(4.4) 

(53.7) 

Kent County 

(49.7) 

(605.2) 

Ottawa County 

(12.3) 

(149.2) 

Northern Michigan 

(15.3) 

(185.9) 

Middle Michigan 

(24.1) 

(293.2) 

Southeast Michigan 

8.1 

98.7 

Other Southwest Michigan 
Counties® 

(19.8) 

(241.4) 

I Michigan Net Benefit (loss) 

(26.10) 

(317.57) 1 


a. Berrien, Branch, Calhoun, Cass, St. Joseph, and Van Buren 
Counties. 


Kent County 

Kent County residents are likely to generate a substantial amount of casino rev- 
enue, meaning that Kent will have a significant amount of income displaced 
from other industries. Given its nearby location and business centers, Kent 
should also account for some of the payroll and purchases. 
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Subtracting the displaced income from the additional payroll and purchases 
generates an estimated economic loss of $49.7 million in 2004 for Kent County 
residents for a full year of casino operation. This figure increases to a $60.6 mil- 
lion loss per year by 2014. 

Allegan County 

Allegan receives the largest share of the payroll, based on our assumption that a 
substantia! number of casino workers will reside in the county. In addition, pay- 
ments to the tribe are assumed to be made in Allegan County. ^ ^ 

Allegan residents are assumed to provide only a small portion of the gaming 
revenue. Therefore, the net benefit to the county is a fairly substantial $97.5 mil- 
lion in 2004. 

Note that this net economic benefit will be spread very unevenly within the 
county. Owners of commercial real estate in the areas near the casino, and 
investors in the casino or royalty-earning members of the tribe, could benefit 
handsomely. Owners of competing entertainment venues on the Lakeshore, 
however, could actually lose business. 

Kalamazoo Countv 

Kalamazoo county residents will have a pattern similar to that of Kent County, 
in that they will make up a substantial amount of gaming revenue, and get a 
smaller share of the benefits. 

We estimate a net economic benefit for Kalamazoo county residents of $-4.4 
million in 2004. This figure grows to -$5.4 in 2014. 

Other Areas of Impact 

Our model also shows negative economic benefits to Ottawa and Barry Coun- 
ties. These counties, along with Kent and Kalamazoo, are in immediate proxim- 
ity with the Wayland township site. 

Other areas of the State are also likely to lose economic activity as a result of a 
Casino development in Wayland Township. In 2004, the Southwest Michigan 
Counties of Berrien, Branch, Calhoun, Cass, St. Joseph, and Van Buren will see 
a combined net benefit of $-19.8 million; the Mid-Michigan Counties of Clin- 
ton, Eaton, Genesee, Gratiot, Ingham, Ionia, Livingston, Montcalm Saginaw, 
and Shiawassee will lose a combined $24. 1 million; and the Northem-Mid- 


17. Note our allocation of profit in-state and out-of-state is about 50-50. This figure is not precise, 
though, given that tribe members in the state will presumably invest some of the funds out of 
the state. Similarly, we assume investors in the casino management firms will reside partially 
out of state, with some in-^ate partners. 
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Michigan Counties of Isabella, Lake, Mason, Mecosta, Muskegon, Newaygo, 
Oceana, and Osceola will lose a combined $1 5.3 million. 

In addition to Allegan County, our model reveals a positive net economic bene- 
fit to only one other area of the State. In 2004 we see a net benefit of $8. 1 mil- 
lion for Southeast Michigan. This results largely because 1) given the distance 
from the area to the casino, we expect that only 2% of the casino’s total reve- 
nues will come from residents of Southeast Michigan, and 2) as home to many 
of the State’s businesses, we expect a significant portion of the casino’s expen- 
ditures, 7%, to be directed to Metro Detroit businesses. 

Impact to Michigan Jobs 

In addition to measuring the change in total net economic benefit to the State of 
Michigan and specific regions, we also determined the effect that the proposed 
casino would have on the State in terms of jobs lost or gained. Table 3 shows the 
impact of the proposed Way land Township casino on employment in Michigan. 


TABLE 3. Economic Impact to Michigan Jobs^ 



Total Jobs 

Total Jobs 

Net Change in MI 

Year 

Gained** 

Lost 

Employment 

2004 

3,173 

4,912 

(1,738) 

2005 

2,416 

5,010 

(2,594) 

2006 

2,464 

5,110 

(2,646) 

2007 

2,513 

5,212 

(2,699) 

2008 

2,564 

5,316 

(2,753) 

2009 

2,615 

5,423 

(2,808) 

2010 

2,667 

5,531 

(2,864) 

2011 

2,721 

5,642 

(2,921) 

2012 

2,775 

5,755 

(2,980) 

2013 

2,830 

5,870 

(3,039) 

2014 

2,887 

5,987 

(3,100) 


a. These figures represent a difference in annual jobs. For example, if the 
casino were opened, we expect there to be 2,864 fewer Jobs in the econ- 
omy by 2010. 

b. Total Jobs Gained and Lost include direct, indirect, and tourism in uced 
jolw. Total Jobs Gained in 2004 includes 805 construction jobs, 
although construction will likely be spread out over multiple years. 

Temporary jobs created through the construction of the casino will reduce the 
initial negative impact of the casino on Michigan employment. During the first 
year of operation, the casino will result in a net decrease of 1,738 Michigan 
jobs, because our analysis assumes that construction will occur entirely in 2004, 
resulting in an additional 805 jobs gained during that year. 
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When we assume that the casino no longer supports temporary construction 
jobs, we see the net decrease in Michigan employment increase to a loss of 
2,594 jobs in 2005. The net change in Michigan employment increases to 3, 1 00 
jobs by 2014. 

By comparing these job figures with the regional sources-of-income data in 
Table 5 on page 18, we can infer that the change in jobs would be greatest in 
those counties that provide the most revenue. Therefore, it is likely that the 
majority of the job losses will come from Kent, Ottawa, and other counties in 
Southwest and Mid-Michigan. A very large majority of job gains will come into 
Allegan County, although the overall increase will be comprised of large gains 
around the casino, and smaller losses in the Lakeshore and other areas. 
Although we can fairly precisely define the county of residence of gaming 
patrons, we cannot define within similar precision the counties in which they 
spend their earnings. Therefore, we have not estimated county-by-county job 
loss figures. 

The effect of the casino on tourism related jobs is minimal. We consider tourism 
related jobs to be those jobs created through the expenditure from out-of-state 
visitors. Our analysis finds that between 46 jobs in 2004 and 56 jobs in 2014 are 
created due tourism from out-of-stale visitors. This results in a minor overall 
effect on the economy. 

The results of our analysis show that it takes nearly twice as much expenditure 
at a casino to support the same number of jobs that average non-casino expendi- 
ture supports. This is because a larger portion of the casino expenditure is 
directed ( 1 ) out of state, and (2) to uses that have a lesser spin-off effect on the 
economy.*^ 


18. We assumed that Uie av«3ge casino job pays the same as the average non-casino job in terms 
of wages and benefits, and that the multiplier effects for casino payroll, casino purchases, and 
displaced income in Michigan were all the same. 
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Appendix A: Model Inputs and Results 

The following appendix contains: 

Table A-1: Economic Impact Model Data 

Table A-2: Economic Impact to Michigan 

Table A-3: Gross Benefits to Other States 

Table A-4: Net Benefits bv County 

Table A-5: Regional and Countv Shares 

Table A-6: Economic Impact to Michigan: Jobs 

Table A~ 7; Gaming Fisits and Revenue Sources bv Countv. Scenario 1 

Table A-8: Gaming Visits and Revenue Sources bv County, Scenario 2 
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Table A- 1 . Economic Impact Model Data 


Allegan County Casino - Base Case: 


Vnrinhle Namp. 

Variables 

Values 


1. Gaming Revenue Sources 

Gaming Revenue from residents of: 

Smitfions 


Scenario ! 




out of state rev 

Indiana, Ohio, Illinois, and other states 

$ 

25.49 

al!egan_rev 

Allegan County 

$ 

%ni 

kent rev 

Kent County 

$ 

44,30 

kzoo rev 

Kalamazoo County 

$ 

13.57 

ottawa_rev 

Ottawa County 

S 

12.47 

barTy_rev 

Barry County 

Southwest Michigan (Berrien, Branch, Calhoun, Cass, 6 V 

$ 

4,98 

sw_mich_rev 

Joseph and Van Buren counties) 

Southeast Michigan (Hillsdale, Jackson, Lenawee and 

$ 

20.81 

se_mich_rev 

Washtenaw counties) 

Mid-Michigym (Clinicm, Eaton, Genesee, Gratiot. Ingham, 

$ 

3.34 

mid_mich_rev 

Ionia, Livingston, Montcalm. Saginaw and Shiawassee counties) 
Northern Michigan (Isabella, Lake, Mason, Mecosta, 

$ 

17,46 

n mich rev 

Muskegon, Newaygo, Oceana and Osceola counties) 

s 

10.75 

Memo: Total Gaming Revenue 


5 

161.94 

Scenario 2 




out of state rev 2 

Indiana, Ohio, Illinois, and other states 

$ 

7.51 

allegan_rev_2 

Allegan County 

$ 

6.17 

kent_rev_2 

Kent County 

$ 

31.75 

k?oo_rev_2 

Kalamazoo County 

$ 

6.46 

ottawa_Tev_2 

Ottawa County 

S 

7,43 

barry_rev_2 

Barry County 

Southwest Michigan (Berrien, Branch, Calhoun. Cass. St 

$ 

3.17 

8w_mich_rev_2 

Joseph and Van Buren counties) 

Southeast Michigan (Hillsdale. Jackson, Lenawee and 

$ 

7,99 

se__mich_rev_2 

Washtenaw counties) 

Mid-Michigan (Clinton, Eaton, Genesee, Gratiot, Ingham, 

$ 

2.00 

mid_mich_rev_2 

Ionia, Livingston, Montcalm. Saginaw and Shiawassee counties) 
Northern Michigan (Isabella, Lake. Mason, Mecosia, 

$ 

10.86 

n_michjev_2 

Muskegon. Newaygo. Oceana and Osceola counties) 

$ 

7.87 

Memo: Total Gaming Revenue 


$ 

91.21 

1.8 Units 

miiiions 

Revenue in units of millions VS Dollars 

$ 

1,000,000 

l.b Casino Revenue Displacement 
mi_casino_displacement 

Share of revenue displaced from other Michigan casinos. 


0.44 

mi_casino_dispjaceTnent2 

Casino Displacement, scenario 2 


0.54 

Note: displaced casino revenue is treated the same as other displaced income in the impact analysis. 



2. Operations, Management, Gaming Tax, Profit 



rev_share_payrol{ 

share of gaming revenue to payroll and employee expenses 


0,55 

rev_share_purchases 

share of gaming revenue to purchases 


0,15 

mgiTit_fee 

Management Expemes, as share of gaming revenue 


0.11 

invcstor_share 

Returns to investors and bondholders, as share of gaming revenue 


0.09 

gaming_tax_rate 

State tax on gaming revenue 


0,08 

other_jaming_tax_rate 

Other taxes as share of gaming revenue 


0.02 

audit check 

sum of shares must equal 100%: 


1.00 
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3. Michigan Shares 


mi_purchase_share 

Michigan Purchax Share 


0.950 

mi_mgmt_fees_share 

Michigan Managemnt Fees Share 


0.200 

use_share_gaming_tax 

Gaming Tax Use Share 


1.000 

mij3rofit_share 

Michigan Profit Share 


0.500 

4. Plant and Property Data 

initia!_real_property_vaiue 

Initial Real Property Value 

$ 

1,000,000 

change_realj)roperty_value 

Change in Real Prtgxrty Value 

$ 

20,000,000 

init!^_personal_j)roperty_vaJue 

Initial Personal Pre^rty Value 

$ 

100,000 

change__personal_j)roperty_value 

Change in Personal Prcpeiiy Value 

$ 

10,000,000 

real__growth 

Annual Growth Rale, RealPn^rty 

% 

2 

persona!_growth 

Note: Proposed facility would be located 

Annual Growth Rate, Personal Property 
on tax-exempt trust lands. See also note below on "construction ". 

% 

1 

5. Construction Payroll 

constniction_workers 

Number of Construction Waiters, full-year FTE 


805 

avg_annual_const_houi^ 

A vera^ Annual Constructim Hours 


2,080 

avg_const_wage Initial Average hourly wage 

Note: No firm facility plans are available. Actual construciitm payroll could be significantly different. 

6. Payroll, Benefits, and other Employment Expenses 

$ 

25.00 

mi_payroll_share 

Michigan residents’ payroll, as share of casino payroll 


0.9 

salary_job_dircct 

Salary and payroll taxes, direct employment, FTE 


35,000 

wage_^wth 

Annual increase in wage and benefits costs 


0.02 

benefit_rate 

Benefits and other employment overhead, as share of salary 


0-27 


Memo: 

Indirect and displaced jobs' salaries assumed, on average, the same as "direct" Jobs. 


7. Impact Multipiiei^ 

payroll_muii Payroll Multiplier 1,60 

local_purch_mu!t Local Purchase Multiplier 1 ,60 

tourism_mult Tourism Multiplier 1 ,60 

fed_tax_wedge Share of Michigan Earnings Foregone to Federal Taxes 0. 1 5 

nonmich_nongamc_spendingshare Non-Gaming Experuliiures by Non-Michigan Residents, as .share 0.05 


8. County-ievel Net Benent and Cost Shares 

county_shares_gain share of increased income to Michigan, for selected counties 

coutity_share8_displaced_income share of displaced income to Michigan, for selected counties 

Note: see "county shares" worksheet 


9. Simulation Parameters 

Tstart 

Tstop 

Tstep 


Model Start Time (year) 
Model Stop Time (year) 
Model Increments 


See detail on sheet 
"county shares”. 


2,004 

2,014 

1 
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Table A-2. Economic Impact to Michigan: Income (in millions) 


Years 


Gross Benefit 

Displaced Income 


Net Benefit 

2004 

s 

192.22 

$ 

218.32 

$ 

(26.10) 

2005 

$ 

196.07 

$ 

222.69 

$ 

(26.62) 

2006 

$ 

199.99 

$ 

227.14 

S 

(27.15) 

2007 

$ 

203.99 

$ 

231.68 

$ 

(27.69) 

2008 

$ 

208.07 

$ 

236.32 

$ 

(28.25) 

2009 

$ 

212.23 

$ 

241.04 

s 

(28.8!) 

2010 

$ 

216.47 

$ 

245.86 

$ 

(29.39) 

2011 

$ 

220.80 

$ 

250.78 

$ 

(29.98) 

2012 

$ 

225.22 

$ 

255.80 

$ 

(30.58) 

2013 

$ 

229.72 

$ 

260.91 

$ 

(31.19) 

2014 

$ 

234.32 

$ 

266.13 

$ 

(3I.SI) 

Total 2004 - 2014 

_i_ 

2,339.10 

$ 

2,656.67 

_$_ 

(317.57) 


Note: "Gross benefit" includes management fees, profits, payroll, 
purchases, and economic spin-offs in Michigan 


P:\Models\GRACC-Casino\gracc Jnputs\ModelOuiput 
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Table A-3. Gross Benefits to Other States (in millions) 


Gross Benefit, Non- Gaming Revenue 

Years Michigan Non-Michigan 


2004 

$ 

25.10 

$ 

25.49 

2005 

$ 

25.60 

$ 

26.00 

2006 

% 

26.1! 

$ 

26.52 

2007 

% 

26.64 

$ 

27.05 

2008 

$ 

27.17 

$ 

27.59 

2009 

S 

27.71 

$ 

28.14 

2010 

$ 

28.27 

$ 

28.71 

2011 

s 

28.83 

$ 

29.28 

2012 

$ 

29.41 

$ 

29.87 

2013 

$ 

30.00 

$ 

30.46 

2014 

$ 

30.60 

$ 

31.07 

Total 2004-2014 

$ 

305.44 

$ 

310.18 


Note: "Gross benefit” includes management fees, profits, payroll, 
and purchases to non-Michigan residents. No spin-off effects 
have been calculated for out-of-state expenditures. 


P:\Modeh\GRACC-Casino\gracc jnputs\ModelOut(yut 
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Table A-6. Economic Impact to Michigan: Jobs 


Direct Operations 


Tofeil (Direct Operations, 
Indirect, Tourism, and 
Construction) 


Net Change in 
Michigan 
Employment (e) 


Years 

Jobs Gained 

Jobs Lost (c, 

d) 


Jobs Gained 
(a,b) 

Jobs Lost 
(c,d) 


Jobs Gained less 
Jobs Lost (e) 

2004 

1,803 

3,070 


3,173 

4,912 


(1.738) 

2005 

1,839 

3,131 


2,416 

5,010 


(2,594) 

2006 

1,876 

3,194 


2,464 

5,110 


(2.646) 

2007 

1,914 

3,258 


2,513 

5,212 


(2,699) 

2008 

1,952 

3,323 


2,564 

5,316 


(2.7S3) 

2009 

1,991 

3,389 


2,615 

5,423 


(2.808) 

20i0 

2,031 

3,457 


2,667 

5,531 


(2.864) 

2011 

2,072 

3,526 


2,721 

5,642 


(2.92}) 

2012 

2,113 

3,597 


2,775 

5,755 


(2.980) 

2013 

2,155 

3,669 


2,830 

5,870 


(3.039) 

2014 

2,198 

3,742 


2,887 

5,987 


(3,100) 


notes 

a Construction assumed to occur entirely In 2004; actual construction will be spread 

over multiple years. 

b Facility size is unknown, so construction estimate is not precise, 

c Consumer expenditures per job, and average salary and overhead, and income 

multipliers assumed the same for both new (casino-related) and displaced jobs 
d Direct and indirect jobs include all casino-related employment from payroll and 

purchases in Michigan, 

e Net change is the difference between total new jobs (direct operation, indirect, 

tourism and construction) gained, and total jobs lost, for the State of Michigan. 
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TABLE A-7: Gaming Visits and Revenue Sources by County, Competitive Scenario One 

Competitive Market Made Up of Current Casinos Onfy 


Gangers 
County 21* years 

Current Casinos {No Wayland, New Baffalo. 

or Emmett) 

Annual Total Casino Annual Tot^ Ca«Ra 
Visits Revenue 

Current Casinos pius Wayl»id 

Annual Total Annual Total Annual Wayland Annual Waylanc 

Casino Visits Casino Revenue Visits Revenue 

|iotais i.iiiu.uysj 













mmaEEmmmoExsjmm^^ 

■■■■■■EOaMaEZijl 

mmmszmsmmmsammmmKiammmKsm 


MMa£xacaaNd033HHaBHCEBaH 

■■■■■KXJaMKL.!i3 



■Srvi?^ 

r-'^SSrS 



■iSlSlSiirr^™' iliSZSI 





■WHHKSIpMCCSI} 




Eaton, Ml 30,242 

Washlenaw.'Ml' 6,465 

■HHHMCSZEKSBKIIXD 


■■MMP£a|3MMQQO 


Cflihoun. Mt 38,791 


MtttssssxmmsstXsimKt^^ 

VanBuren,'MI ’ 21,413 

Lonawce, Mf 2,S46 




SfanOt, Ml 13,431 

IMNHC£ZnNlilfe£3^ 


|T"'rr«**ir* 


MancxauMn<T m«h i Ttmmm i i 


* Oanoles mai a pwtion of county is not included tn the Wayland Township market area end is therefore not ^cJuded in the county results depicted here. 
Source; Artderson Economic Group market assessment 
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TABLE A-8: Gaming Visits and Revenue Sources by County, Competitive Scenario Two 

Competitive Market Made Up of Current Casinos Phis the New St/feto and Emmett Casinos 


Gamblers 

County 21'*' years 

Current and Prr^sed Casinos (No Wayland; 

Annual Totstf Ca^no Annual Total CaskK 

Visits Revenue 

Current and Proposed Casinos ii^us Wayland 

Annual Total Annual Total Annual Wayland Annual Waylanr 

Caalno Visits Casino Revenue lAsits Revenue 







aC=3aiHK£3i 



■■HBCXIM 

MRug«ye 

' - 


* 

MHEUkKj 

■■CLX3 

" '' 

■OiES 

isccaaMBcsiH 

MBMBCiOaaaBEillO 

mmmtxjo 

PHQEBSI 

■■■■aisaHi 

—Bf-I 

cacaMHMK^ 

■■■■■EQBMHKQq 

■■ndu 

MMISESSII 

721 ' T ' 

■KX3 

EcacaMaHccsIl 

■■■■CSSUBHBEilSa 

HNil^iS^KS 

MBE3C3 

■MMODOHi 

aSEES 

csnEaaiHBX3i 

■■■MiKXixxaaarxai 


■■CIC331 

mmmKES3mmm 

isrmi 

' 

ilaipiifyiS£|lM 

mmmsiJSMM 

MKS3CZ3 

mmam^aaam 

■SKPJ 

■■■■■ISaDiMaCEXS 

MNHESS^Ei 

NKEX2@I 

wmmuKjmmm 

■EVrSM 


■■■■■KicapMKnkSD 

lllMHC33llpi 

■HfSCSI 

mmamasaamm 

■ESC3 

sssEsmmmssm 

■■■■■QSVriHBCSI 


iMKEESfSSI 

2.35d $ 

aoo 

< S'-— V 

■■■■■coaMMaaiia 

pMHHBSSSSlGI 

wmxx3 

MHMDSXani 

aaxai 

QiaiaaBaHBcai 


NMCS3CI 


■■■■EtCHaBi 

azEta 

ITSaSHMWEiiZUi 

■■■■NcssaanEEiaat 


■EEaci 

•■■■KxaaaB 

■oo 

B2aawaKE3i 

■■■■■osoaHnsoai 


Mcsaca 

■■Mojataa 

■OCSI 


■■■■■OunaHDCsaa 

■BMK&jdKl 

MEEX3 

■■■■■asKaai 

auQH 

SSSaaHMKSIM 



MQCHZ] 

■■■■EECnBi 

ewwmi 

miT-y'— rriTTM 

■■■■■BXiKMMaiSCSI 


■■GQX3 

■■■Kauna 

BteOUU 



pMMHQSSKI 

■HGiEStll 

aHHOcaoHi 

acai 

L2jC2I^HHHHHKESsSHI 

VHPIUQKMHaQSa 

MHBCSQIBi 

VKUC3 

HMHDSUHi 

a-rj 

[3E=313HMra3M 

105.199 $ 6.020,593 


■MiOSI 



KE!3C2I 


* Denotes s pwtion of county Is not incJuflect in the WeyianO Township market area and is therefore not inducted in the county results depicted here. 
Source: Anderson Economic Group market assessment 
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Appendix B: Figures 


Appendix B: Figures 

This appendix includes: 

Figure 1: Gaming Revenue Sources. 2004 

Figure 2: State vs. Out-of-State Revenue. 2004 

Figure 3: Gross Expenditures in Michigan Economy. 2004-2014 

Fi gure 4: Net Bene fit to Michigan Economy. 2004-201 4 

Figure 5: Net Benefit bv County of Region. 2004 
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Allegan 


Kent Kalamazoo Ottawa Barry SW Mich SE Mich Mid Mich N Mich Out-of-State 
Counties & Regions 



Figure 2. State vs. Out-of-State Revenue, 2004 
16% 


84 % 


ipi State Revenue I 
Out of State Revenue I 


Generated on 13-Feb-2003 
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Figure 5. Net Benefit by County or Region, 2004 


100 



Allegan Kent Kalamazoo Ottawa Barry SW Mich SE Mich Mid Mich N Mich 


Counties & Regions 

Analysis: Anderson Economic Group, LLC Generated on 1 3-Feb-2003 
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Appendix C: Modei Schematic 


Appendix C: Model Schematic 

Appendix C includes: 

Simulink Model Schematic 
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FIRM PROFILE 


About Anderson Economic Group 


About Anderson Economic Group 


Anderson Economic Group, L.L.C. specializes in providing consulting services 
in economics, finance, public policy, and geographic market assessments. Our 
approach to work in these fields is based on our core principles of 
professionalism, integrity, and expertise. 

We insist on a high level of integrity in our analyses, together with technical 
expertise in the field. For these reasons, work by Anderson Economic Group is 
commonly used in legislative hearings, legal proceedings, and executive 
strategy discussions. 

Since our founding in 1996, our analysis has helped publicIy-heJd corporations, 
private businesses, governments, and non-profit organizations. Our work has 
included markets throughout the United States, as well as in Canada, Mexico, 
and Barbados. Recent Anderson Economic Group clients include: 

Governments 

• State of Michigan 

• State of Wisconsin 

• State ofNorth Carolina 
•City of Detroit, Michigan 

• Oakland County, Michigan 

• Van Buren, Ionia, Barry, and Berrien Counties, Michigan 

• Detroit- Wayne County Port Authority 

• City of Norfolk, Virginia 

• City of Fort Wayne, Indiana 

• City of Big Rapids, Michigan 

Businesses 

•General Motors Corporation 
•PG&E Generating 

• Becks, North America 

• SBC and SBC Ameritech 
•The Detroit Lions 
•Labatt USA 

• Honda, Toyota, Mercedes-Benz, Lincoln-Mercury, and Ford dealerships or 
their associations 
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PROJECT TEAM 


About Anderson Economic Group 


Nonprofit and Trade Organizations 

• International Mass Retailere Association 

• Hudson Institute 

• Michigan Retailere Association 

• Michigan Chamber of Commerce 
•Telecommunications Association of Michigan 

• Automation Alley 

• American Automobile Manufacturers Association 

Anderson Economic Group follows a quality assurance program based on the 
elements of ISO 9000. Among the quality assurance steps we insist upon are the 
use of a written methodology; documentation of important sources; file organi- 
zation and retention schedules; proper summarization of technical work for use 
in public hearings or executive discussions; and high quality standards for writ- 
ten reports and graphics. 

Our firm’s web site, http://AndersonEconomicGroup.com, provides additional 
information about AEG, its services, and past projects. 


This project team was led by Patrick L. Anderson, Principal, Anderson Eco- 
nomic Group. He has nearly twenty years of professional economics experi- 
ence, including serving as the deputy budget director for the State of Michigan, 
chiefof staff for the Michigan Department of State, and as an economist for two 
of Michigan’s largest financial institutions, as well as a graduate fellow in the 
Central Intelligence Agency. He is the author of over 85 published monographs 
and articles, which have appeared in The Wall Street Journal, Detroit News, 
Detroit Free Press, Cram’s Detroit Business, Michigan Forward, American 
Outlook and other publications. 

Christopher Cotton and Scott Watkins served as coauthors of the report. Mr, 
Cotton, Consultant, has a background in economic development, market assess- 
ments, and Geographic Information Systems (GIS) analysis. He serves as 
AEG’s lead market consultant, and has led the expansion of the firm’s market 
assessment services. Mr. Watkins, Consultant and Director of Marketing and 
Administration at AEG, has a public policy and marketing background. He has 
experience on AEG projects involving economic development and market 
assessments. 

Also contributing to the research and analytical portions of the project was Ilhan 
K. Geckil, Economist. Mr. Geckil assisted in the design of the economic impact 
model. 
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Harris Interactive 


Harris Interactive is pleased to present the following summary of findings from the Western Michigan 

he ob|ectiv of this re earch is to gain^^Xatter understaf9i)i^tX public sentiment regarding the propsisecii^^. 
casino in Allegan County, Michigan and identify potential messages that are effective at influencing public opinions. 

arris interactive conducted a total of 601 telephone interviews April 27 47YH 

ichigan cou ies of Allegan, Kalam zoo, 1^'88fXt -28. 2005 with likely voters in the Western 

Kent and Ottawa. The survey has a margin of error of ± 4.0 percentage 
points at the 95% confidence level. This means that if this survey were to be replicated 100 times, in at least 95 
instances the results would be with fouO^n entage poi ts of the data reported, 
he research ncluded a umber of k y measures on the proposed Gun Lake Tribe casino, in65fi(»^Xi 

in very hi h (93%). 

. . . , . r u,- should ncBfffegotiaGSJWtb the ribe (59% ot 

A benchmark assessment of public sentiment regarding the casino; 

A battery of statements evaluating the impact of messages regarding the casino; 

A post assessment of public sentiment regarding the cas no; and 

Opinions on whether or not the Governor should negotiate a compact for the casino. 

EY FINDINGS 09YK 

0% of voter aying each statement makes them less likely to suppcSSMfqDtEaa^nst the (Se5Wo, witBS^K^east 

• eneral awar ess about the roposed tribal casino inSSli^^liffii^caayity 

• ppostion to the proposed G n Lake TrI e casino o tpaces sup ort by a ffteen ^YtSnta^Yioiht margin 
(52% oppose, 37% support) in the benchmark indicator of support or opposition. 

• The majority of voters interviewed feel Governor Granhol 

negotiate, 3 negotiat ). *p931X% 


• ibanbeancrg tbragitiis gpot^emeafs C^tfatSMfeonenseippo^etpdh^ 


margin (64% pose, 33% support) in 336Yost indi atorofca ino support or opposition. *p991Xp 

• lightly mor than half of voters 52%) are c nsistently opposed to the casino da|J94re6-in-ten (31%) are 
consistently supportive of the casino. 
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DETAILED FINDINGS 

General Casino Experience and Perceptions 

When asked about the number of casinos in the state, neaiy half (47%) of Western Michigan voters feel there are 
too many casinos in the state. Ottawa County voters are more likely to indicate there are too many casinos (58%). 
Yet, while a plurality of Western Michigan voters feel there are too many casinos in the state, 38% feel there are just 
enough and one-in-ten (12%) feel there ^4 too few (led by younger males). 


’ <f 1 • iS" C -4 N'jME 

1 R OF CAS'^ 

. . K.Wa n /ou ' .* 

Too Many 

47% 

39% 

40% 

46% 

58% 

Just enough 

413Y3 

35% 

45% 

37% 

5% 

Too few 

12% 

22% 

13% 

13% 

4% 

Don’t know/Refused 

3% 

4% 

% 

721V£ 

47,aiY4 


However, while a plurality of Western Michigan voters feel there are to many casinos In the state, nearly three out of 
four (72%) Western Michigan voters interviewed indicate they have visited a casino in Michigan or elsewhere. 

Benchmark Indicator of Public Sentiment Toward the Gun Lake Casino Project 
T he majority of voters in Allegan, Kalamazoo, Kent and Ottawa counties (52%) are opposed to the proposed Gun 
Lake Tribe casino, induding 39% who are strongly opposed, with 37% of likely voters supporting the project, There 
are significant regional differences in responses - Allegan residents are generally more supportive of the casino 
while Ottawa is most opposed, with Kalamazoo and Kent also opposed. 



BENr'l 

MARK Public Sen riMLsr on Caiuno B 

Ji'jjany' '■Ka'arnaJbfi^^K. or* fJ*-',,* j H 

Support 

37% 

50% 

44% 

37% 

6%824Y: ! 

Oppose 

52% 

7% 

46% 

51% 

978Y86% 


The core group of initial opponents to the casino include: females (35+ years old), Ottawa County residents. 
Republicans and conservatives. Conversely, the initial supporters tend to be; younger men (18-34 years oid), 
Allegan residents, liberals and Independents. 


2 
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REfljaiW)N TO Casino S atements 29YT 5YA 

statements designed to garner opposUiofl9V®ie astlake Tr be casino are effective — 

support the sino, with at least 48% of voters much less likely to support the casino based on e^!?63fiStement. 
Generally speaking, our past research indicates that message statements that garner at least 35% much more or 
much less sentiment are powerful messages. 

The most effective messages in moving people to oppose the casino refer to the social implications on the 
community (divorce, crime, etc.) and past improper cwduct by ffie casino developer. Three quarters (76%) of the 
respondents indicate they are less likely (much less or somewhat less) to support the casino after hearing these two 
statements. The following table indicates the percentage of voters are less likely to support the casino after 
hearing the statements. 


Lc* IK't V lO 




A' Kyo« i* 

result of improper conduct, Station Casino Inc., the developer and operator of 

the proposed tribal casino, recently paid more han $38 m iiion in d mages and 

had their Missouri gamin license suspended 

76% i 

49Y»% 1 

'5Y6aai 

76% 

86% 

National studies and statistics reveal Uiat communities located vrithin a 50 mite 

radius of a casino have significantly higher crime rates, divorce rates, personal 

bankruptcies, and gambling addictions 

76% 

52% 

75% 

76% 

84% 

An independent economic study estimates that the proposed casino will result in 

the loss of two jobs In surrounding communities for every one job created in 

MIegan County 

73% 

48% 

72% 

73% 

84% 

An independent economic impact study showed that while Allegan County would 

benefit from the prr^sed casino with new jobs and economic activity the 


0ft»4rdess 

or dWtevlt 


Xs 0% 

surrounding coun^^^^^nt'feilamazoo, Otta'^!^and Bany 
lose 131 million ddtars annually duSaSYtSBlXobs and ec rjwnic activity 

iLiijpimi 

-related issues at the workplace 

70% 

48% 

70% 

70% 

81% 

The Gun Lake Tribe estimates an annual economic impact of 20 million dollars 

frbm(3uhrfeskealetee^g«tbepcbjiais^8aBiaddiiitondiuilMlilHglPpibyercent of 

tax revenue to state and local government 

58% 

39% 

6595% 

57% 

72% 


51% 

96J75. 

45% 

1% 

64% 
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Ife i spiabEtestmg to$»te#f8tjeven the positive messages of the casino’s eeS^iaa^Xropact draw a majority of 
-county area saying they would be less likely to support the casino. 

AJternativeiy, the most positive message making a case for tt)e casino refers to the potential creation of new jobs 
(48% more likely to support the casino). Additionally, some Western Michigan voters indicate support of the casino 
project after learning about the financial impact on the local economy {41 % more likely to support). 

it is interesting to note, however, that at least 38% of voters are much less likely to support the casino even when 
they hear the positive statements making a case for the casino. As file table below shows, Allegan county residente 
are overall more likely to support file casino project and Otta\wa residents are least likely to support the casino project. 


M'Rtl n«pCAS»ftQ 



^ ■* i'..-. .-i. 


The Gun Lake ribesa^ hepropt»e casino wtBsa'tfSate 4,300 jobs 

48% 



IQI 


The Gun Lake Tribe estimates an annual economic impact of 20 million dollars from 

indirect sales of goods and services in addition to the negotiated percent of tax revenue 

to state and local government 

41% 

61% 

47% 

42% 

28% 

Some experts say West Michigan manufacturing wilt become less competitive and 

suffer economic losses due to tost productivity from increased absenteeism, tardiness, 

and gambling-related issues at the wcx'kpiace 

27% 


26% 

28% 

17% 

An Independent economic impact study showed that while Allegan County vM>uid 

benefit from the proposed casino with new jobs and ecorKimic activity the surrounding 

counties of KenL Kalamazoo, Ottawa, and Barry would collectively lose 13t ntiilic^ 

dollars annually due to lost jobs and economic activity 

24% 

56% 

25% 

22% 

15% 

An Independent eccHiomic stody estimates toat the proposed casino wll result in the 

loss of two jobs In suiroundirtg communities far every one job created in Allegan County 

24% 

50% 

23% 

23% 

15% 

National studies and statistics reveal that communities located vrithin a 50 mile radius 

of a casino have significantly higher crime rates, divorce rates, personal bankruptcies. 

and gambling addictions 

22% 

46% 

21% 

22% 

15% 

As a result of improper conduct, Station Casino Inc., the developer and r^rator of the 

proposed tribal casino, recenfly paid more than $38 million in damages and had their 

Missouri gaming license suspended 

20% 

41% 

21% 

20% 

11% 
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Informed Assessment of Public Sentiment Toward the Gun Lake Casino Project 

To determine if the statements had an effect on likely voters In Western Michigan, we again asked them to indicate 
if they support or oppose the Gun Lake Casino project after they responded to the statements. As the following table 
indicates, exposure to the statements about the casino Is very effective at increasing opposition to the casino. 
Specifically, the percentage of voters opposed to the casino increases from 52% in the bendimark indicator to 64% 
in the post-information assessment. While opposition to the casino increases, support falls from 37% In the 
benchmark indicator to 33% in the second assessment. The end result is a tremendous swing, increasing the 
opposition gap from fifteen percentage points to thirty one percentage points. 

The statements on Improper conduct by Station Casino. Inc. and the social impacts {divorce, crime, etc.) are the 
most powerful with Initially undecided votes. Initial undecided voters are more likely Kent residents, earn less than 
$50,000 annually. Republicans, and conservatives. These initially undecided voters break 58% oppose, 22% 
support, and 20% still undecided on the informed assessment. 


The table below illustrates the change from the pre-test to the post-test, highlighting the specific differences by 
county. 





: Post^Assessment Opposition Gap 


More than half of Western Michigan voters (52%) remained consistently opposed to the casino from initial 
benchmark rating to the second assessment. Those voters who are consistently opposed to the casino are most 
likely to be: 


• Females aged 35 + 

• Ottawa County residents 

• Less than $30,000 HH income 

5 
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• Republicans 

• Conservatives 

Conversely, three-in-ten (31 %) Western Michigan voters are consistently supportive of the casino. The voters who 
are consistently supportive of the casino are most likely to be: 

• Allegan County residents 

• Men 18-54 years old 

• HH income of $75,000 or more 

• Democrats 

• Independents 

• Moderates 

• Liberals 

In total, fifteen percent of Western Michigan voters became more opposed to the casino as a result of listening to the 
statements. These individuals are receptive to messages that explain why the casino should be opposed. The 
voters who are more opposed to the casino after responding to the statements are females between ttie ages of 
35-54 and residents of Kent and Kalamazoo Counties. 

GOVERNOR Negotiation 

Western Michigan voters were asked if Governor Granholm should negotiate a compact for the proposed tribal 
casino or not negotiate and stop the casino. The strong majority of voters (59%) say Governor Granholm should not 
negotiate with the tribe compared to 36% who believe she should. 

Those most likely to believe Governor Granholm should not negotiate with the tribe are most likely to be: women 
(35-»- years old), Ottawa County residents. Republicans, and conservatives. Conversely, those who want the 
governor to negotiate a compact for the casino are most likely to be: young men, Allegan County residents. 
Democrats, Independents, moderates and liberals. 




lillill 




Negotiate with the tribe 

36% - 

54% 

40% 

35% 

28% 

Not negotiate and stop the casino 

59% 

44% 

53% 

60% 

71% 

Don’t know/Refused 

4% 

2% 

7% 

5% 

2% 
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A Response to “A Critique of Market and Economic Impacts of a 
Tribal Casino in Wayland Township, Michigan by Anderson 
Economic Group” 

by: Patrick L. Anderson, Principal 
May 3, 2005 


We recently received and reviewed “A critique of Market and Economic Impacts of a Tribal 
Casino in Wayland Township, Michigan by Anderson Economic Group,” which was authored by 
Mr. Jonathon B. Taylor, and dated April 2004, though just recently released to the media. 

Our review of this document was brief, for reasons that will be obvious when we describe its 
contents. Our observations follow. 


Contents of the Taylor "Critique" Document 

The majority of the content consisted of general advocacy of Indian Gaming. Mr. Taylor has spent 
some time working on behalf of Indian Gaming, and some time studying it. He apparently feels 
that any analysis that does not advocate Indian Gaming is suspect and contrary to fact, or at least to 
his opinion. 

A smaller portion consisted of what could be called a polemic against our report. By “polemic,” 1 
mean repeated denunciation without providing a factual basis. This is clear from the choice of 
words, and from the lack of specifics. 

The smallest portion consists of an actual critique of our study. We discuss this below. 


No Actual Economic Analysis in Taylor Document 

No part of the Taylor document includes a market study, economic impact study, or projections for 
revenue, employment, tax revenue, or other variables important to the community. It appears from 
the press clip we received from the April 2 1 , 2005 Kalamazoo Gazette that such content was 
promised in press briefings arranged by proponents of the casino. The Gazette story even stated 
“the economic impact of a casino in the West Michigan area would likely be substantial, results of 
another study released at the [Kalamazoo] chamber this morning indicate.” However, such content 
was missing from the document we reviewed. 


Anderson Economic Group LLC • http://www.AndeisonEconomicGroup.com 
260 East Saginaw • East Lansing, Ml 48823 • Tel: (517)333-6984 • Fax: (517) 333-7058 
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Response to Taylor Advocacy 

As noted above, much of the Taylor document was an advocacy essay for Indian Gaining. This 
requires no comment on our part, as our report did not advocate for or against Indian Gaming. To 
the extent this advocacy essay was included in a “critique” document, it was done so in a 
misleading and incorrect manner. 

Mr. Taylor has written a number of previous reports, all of which appear to support Indian 
Gaming. There is nothing wrong with supporting or opposing Indian Gaming, but there is 
something unsettling about a frequent and apparently professional advocate for Indian Gaming 
presuming to write an independent analysis. 


Response to Taylor Critiques 

To the extent the Taylor document includes actual criticism of our report findings or methodology, 
we respond below: 

1 . First criticized finding does not exist in AEG report 

The very first finding in the executive summary of the Taylor document criticizes our report for 
finding “shrinkage” in the economy. This is restated on page 3 as characterizing our report as 
saying “shrink the Michigan economy and destroy jobs.” 

One would presume this would have been supported by a specific reference to a sentence, table, 
or paragraph in our report that states there would be “shrinkage” in some economic variable, in 
some geographic area. However, reviewing page 4-6, which are the pages cited in the Taylor 
document, reveals no use of the terms “shrink” or “destroy.” Instead, the tables on that page 
show, for example, a $97 million benefit to Allegan County, and a reduction in earnings of $49 
million in Kent County and $4 million in Kalamazoo. 

This is not “destroying” or “shrinking,” this is shifting expenditures from businesses in one area 
to businesses in the other. As this is the economic motivation for the casino, it is difficult to 
understand how such a finding can be “contrary to common sense” or “against the grain.” 
Simply put, if we were incorrect in this finding — if investors didn’t believe people would travel 
there and spend their money — there would be no reason to build the casino! 

2. Criticism of Competitive Analysis Contrary to Basic Economics 

Mr. Taylor criticizes in inflammatory terms (“wholly ungrounded,” page 13; “flimsy,” page 10; 
“garbage-in, garbage-out,” page 2 and elsewhere) our use of market areas to analyze the likely 
effects of the proposed casino, and the assumption that there exists competition for consumer 
dollars between gaming attractions and other types of expenditures. However, the most basic 
law of economics is that consumers choose to spend their money on the goods and services they 
desire the most-and therefore choose not to spend the same dollars on something else. 
Incredibly, Mr. Taylor rejects this line of reasoning (at least for Indian Gaming) entirely: 

“The cornerstone of the AEG forecast is the modeling of competition between the Wayland 
facility and other spending opportunities in Michigan (including casinos). If this component 
of the forecast is incorrect (it is), the whole structure crumbles (hence the deviation from 
common sense and systematic research).” [Taylor, page 1 0] 

At least here Mr, Taylor accurately captured our analysis. We assumed that consumers in 
Michigan could only spend their earnings once; we further assumed they would choose the 
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goods and services (including casino gaming) on which to spend their money. This means 
casinos compete with other venues. 

As Mr. Taylor states, if this was not true, our entire analysis would be suspect. It would also 
mean that the last 200 years of Economics was wrong, and that every single microeconomics 
textbook should be discarded. It would mean we could all stop working, and simply spend the 
money we have on as many things as we want, without worrying about it running out. It’s a fun 
concept, but it is not an economic critique. 

3. Criticism of Market Area Competitive Analysis Contrary to Taylor 's Own Sources 

The use of market areas in our report— criticized in severe terms by Taylor (e.g. “fatally 
unreliable,” page 10)— is not only consistent with the best professional practices, it is also the 
basis for research published by one of the authors cited by Mr. Taylor: W. E. Cummings. A 
quick Internet check confirmed that this firm used a very similar methodology in Iowa, 
although they called the areas “market catchement areas” rather than “market areas.” (The 
report is at: http://www3.state.ia.us/irgc/Cummingsexhibitsl-l.pdf.) 

4. One Valid "Criticism Approximation Necessary to Estimate Location Effects 

The only valid, specific methodological critique we could find in Taylor’s document appears in 
a figure illustrating the difference between a theoretical smooth curve and a stair-step 
approximation of such a curve. Certainly, stair-step approximations of curves are 
approximations of the curve, and it would be preferable— if possible-to use an exact curve. 

However, it is not possible to do so, as data on consumer locations and income are aggregated 
by census tracts and other devices that form stair-step approximations. Therefore, as is amply 
evident in our report, we used an approximation. On a technical mathematical level, we note 
that the fundamental derivation of the area under a curve (the “Reimann Sum” and the 
“Reimann Integral”) in Calculus comes from successive stair-step approximations to a curve. 

5. No Finding in Our Report Against Local Benefits of Indian Gaming 

Mr. Taylor repeatedly argues that Indian Gaming has benefited the local economies in other 
areas. He cites (and we did not check) a handful of sources that he says support this. They may 
support it; but we do not contradict it. Indeed, we found local benefits to the proposed casino. 
Thus, the advocacy essay serves no point in a “critique” document, and appears to exist only to 
motivate the unfortunate and inflammatory statements about our work. 


Post-Analysis Observations 

Given that our study was completed some two years ago, we acknowledge that economic and 
demographic shifts may not have occurred as assumed, and therefore advise against interpreting 
our results as matter-of-fact. However, our observation of the economy and demography of 
Southwest Michigan over the last two years is consistent with what we would have expected, and 
in many ways current trends only strengthen our findings, and even increase the negative impact 
that the proposed casino would have on the regional economy. 

Development and revitalization efforts in two of the regions core cities. Grand Rapids and 
Kalamazoo, have strengthened. Work is underway in Kalamazoo on a $25 million project that will 
feature a 14 screen cinema, residential units, and 20,000 square feet of retail space. The Grand 
Rapids downtown has also continued to develop, expanding its entertainment district, and the 
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number of bars and restaurants available to citizens. If built, the Wayland Casino would certainly 
compete with these venues. 

We also note that the region’s economy, as well as the Michigan economy as a whole, has not 
grown as fast as the nation’s. Unemployment remains among the highest in the nation, and many 
of the region’s good paying manufacturing jobs have disappeared. Discretionary spending will 
suffer as a result, shrinking the market available to all entertainment providers, including casinos. 
Given this, the actual impact of the casino may be less than in a strong economy, both for good 
(less negative impact on region and state), and for bad (fewer Jobs created and less tax revenue 
produced). 


Conclusion 

It is really unfair to call the Taylor document a “critique” of our study. It is, first, an advocacy 
essay for Indian Gaming; second, a polemic against any analysis that does not support it; and third, 
wholly unfounded and unnecessarily inflammatory in its statements about our work. A reader 
might have expected specific analysis contradicting our findings; instead, the reader finds 
inflammatory rhetoric. There are certainly important issues to be discussed regarding the proposed 
casino, but such an approach sheds no light and unnecessarily offends. 
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TELEPHONE; 212.451.2300 
FACSIMILE; 212.451.2222 


WW.OLSHANLAW.COM 

DIRECT DIAL: 21 2.451 .2220 
EMAIL: RFRIEDMAN@0LSHANLAW.COM 


The Honorable John McCain 

Chairman of the U.S. Senate Committee on Indian Affairs 
241 Russell Senate Office Building 
United States Senate 
Washington DC 20510 

Re: Empire Resorts^ Inc. 

Dear Senator McCain: 

As general counsel to Empire Resorts, Inc. (“ Empire Resorts ”), it has come to our 
attention that on May 18, 2005, the United South and Eastern Tribes, Inc. (“USET”) submitted a 
statement to the U.S. Senate Committee on Indian Affaire that contained a report prepared by the 
Oneida Indian Nation, dated May 13, 2005, entitled “Background on Developers involved in the 
Off-Reservation Land-into-Trust Proposals in New York State” (the “ Oneida Report ”!. After 
having had a chance to review the Oneida Report and meeting with Empire Resorts, we would 
like to take this opportunity, on behalf of Empire Resorts, to formally respond to the numerous 
false and misleading accusations lodged against Empire Resorts and its affiliates in the Oneida 
Report. 

Allegations of Existing Influence of Prior Management 

On pages 2 and 3 of the Oneida Report, under the heading “Alpha Hospitality Executives 
Indicted for Bank Fraud,” the Oneida Indian Nation sets forth a narrative of certain criminal acts 
that former officers and directors of Empire Resorts have either been convicted of or face 
indictment. This section then concludes with the statement that these individuals, at the end of 
2004, retained a significant interest in Empire Resorts. As has been disclosed in numerous public 
filings by Empire Resorts with the Securities and Exchange Commission and the State of New 
York, each of Monty Hundley, Brett Tollman, Stanley Tollman, Sanford Freedman, James Cutler 
and Howard Zukerman have been convicted of or indicted for various acts of tax and bank fraud 
and were formerly affiliates of Empire Resorts; however, these individuals have no existing 
direct or indirect connection to Empire Resorts or any of its affiliates, nor do they individually, 
or collectively, hold a material interest in Empire Resorts. 
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On December 12, 2002, in an effort to eliminate any connection between Empire Resorts 
and these individuals. Empire Resorts, pursuant to a recapitalization agreement, (i) issued an 
aggregate of 336,496 shares of Series E preferred stock to each of (a) Bryanston Group, Inc,, 
then Empire Resorts’ largest stockholder (controlling 48% of Empire Resorts’ voting stock) and 
controlled by Monty Hundley, Stanley Tollman, Brett Tollman and Beatrice Tollman (Monty 
Hundley’s wife and Brett Tollman’s mother), (b) Stanley Tollman and (c) Monty Hundley, in 
full satisfaction of an outstanding note and as deferred compensation, (ii) issued 1,394,200 shares 
of Series E preferred stock to Bryanston Group, Inc. in exchange for Bryanston Group, Inc.’s 
voting membership interest and preferred capital account in Catskill Development, L.L.C., then 
Empire Resorts’ principal asset and the past parent of Monticello Raceway, and (iii) received a 
three-year option to redeem all or any portion of (a) the Series E preferred stock issued to 
Bryanston Group, Inc., Stanley Tollman and Monty Hundley and (b) Bryanston Group, Inc.’s 
2,326,857 shares and Beatrice Tollman’s 66,000 shares of Empire Resorts’ common stock at a 
price of $2.12 per share. During this three-year redemption period, Bryanston Group, Inc. and 
Beatrice Tollman also granted Robert A, Berman, Empire Resorts’ former chief executive 
officer, an irrevocable proxy to vote their shares of common stock, with full powers of 
substitution and revocation. On January 12, 2004, Empire Resorts redeemed all of Bryanston 
Group, Inc.’s and Beatrice Tollman’s 2,326,857 and 66,000 shares of Empire Resorts’ common 
stock, respectively, in exchange for a promissory note that was subsequently paid in full on July 
26, 2004, Consequently, since July 26, 2004, Empire Resorts has had no obligations to any of 
Monty Hundley, Brett Tollman, Stanley Tollman, Sanford Freedman, James Cutler, Howard 
Zukerman or any of their affiliates, and the only interests Empire Resorts is aware of that any of 
these persons hold in it are shares of Series E preferred stock that constitute approximately 1 .5% 
of Empire Resorts’ current voting stock. While the Oneida Indian Nation characterized this 
holding of 1.5% as “a significant number of shares in Empire,” this figure represents a nominal 
holding in what is a widely-held, publicly-traded company. 

Thus, as described above, none of the individuals who were either indicted or convicted 
of tax and/or bank fraud have had any tangible influence or control over Empire Resorts since 
December 12, 2002, and Empire Resorts has gone through great effort and expense to separate 
itself from these individuals. Empire Resorts has also fully cooperated with the U.S. Attorney’s 
office in all of Empire Resorts’ dealings with either Monty Hundley, Stanley Tollman, Brett 
Tollman, Beatrice Tollman or Bryanston Group, Inc. Notwithstanding these facts, it should be 
pointed out that none of the tax and/or bank fraud allegations that these individuals have either 
been accused of or convicted of bear any relationship to their involvement with Empire Resorts, 
To the contrary. Empire Resorts and Monticello Raceway Management, Inc., Empire Resorts’ 
wholly-owned subsidiary, are not under any investigation and became licensed New York State 
video lottery gaming agents in 2004 and have had their respective licenses to conduct pari- 
mutuel wagering repeatedly renewed by the New York State Racing and Wagering Board since 
2002. 
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Allegations Against Racing Employees 

On page 5 of the Oneida Report, under the heading “Racino Employees Currently Under 
Investigation,” the Oneida Indian Nation states that high level managers of Mighty M Gaming, 
the video lottery terminal division of Empire Resorts, including the director of security and the 
director of purchasing, were under suspension for their alleged engagement in a kickback scheme 
with food service providers. 

This description of the events that transpired at Mighty M Gaming with respect to this 
matter is both highly misleading and incomplete. Specifically, on February 2, 2005, the Director 
of Purchasing and Security, Ted Nigro, and his secretary, Melissa Vemola, were observed by 
another employee leaving Mighty M Gaming’s premises with property believed to belong to 
Mighty M Gaming. At the same time, an internal investigation had begun concerning preferences 
and favoritism toward certain vendors by the Purchasing Department and allegations surfaced 
that the Surveillance Department of Mighty M Gaming had failed or was delinquent in reporting 
certain incidents to the New York State Police. Upon being made aware of these occurrences and 
allegations, Robert A. Berman, the chief executive officer of Empire Resorts at that time, 
immediately suspended each of Ted Nigro, Melissa Vemola and William DiGennaro, the 
Director of Surveillance, with pay, pending an independent investigation. On Febroary 15, 2005 
the Audit Committee of the Board of Directors of Empire Resorts engaged Morrison & 
Company, P.A. (“ Morrison ”!, an unrelated third party, to perform an audit of Mighty M 
Gaming’s operations with respect to these allegations. The Audit Committee also directed 
Morrison to work with the New York State Police in its investigation of the above issues. 

On March 29, 2005, Morrison delivered a report to Empire Resorts that concluded, 
among other things, that: 

• Mr. Nigro and Ms. Vemola did not remove items owned by Mighty M Gaming firom 
the business premises on February 2, 2005. Mr. Nigro purchased the items he 
removed from the premises and provided receipts to prove that he paid for these 
purchases personally. 

• There is no evidence of improper relationships or preferential treatment given to 
vendors by Mr. Nigro. Additionally, Morrison found no proof or indication of a 
kickback scheme with any vendors. 

• The failure or delay of the Surveillance Department to report incidents to the State 
Police was largely due to: (i) a lack of communication between the Surveillance 
Department and the State Police and (ii) a lack of clear protocol for communication 
between the State Police and the Surveillance Department. 
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• During its investigation, no evidence of specific criminal or improper activity pattern 
or indication of such activity was apparent. Moreover, all questions that arose were 
answered to Morrison’s satisfaction and Morrison found the actions of Mighty M 
Gaming personnel to be within a range of norma! business activity. 

A copy of the full report prepared by Morrison and summarized above is attached as 
Exhibit A to this letter. 

Accusation of Link between Gambino Crime Family and Board 

On page 5 of the Oneida Report, tmder the heading “Empire Chairman’s Casino Linked 
to Gambino Family Gambling Operations,” the Oneida Indian Nation states that in January 2005 
the New York Racing Association announced it would end its broadcasting and betting 
arrangement with the Coeur d’Alene Casino, which is run by David Matheson, a member of 
Empire Resorts’ Board of Directors, in connection with an 88-count indictment against several 
members of the Gambino crime family. The Oneida Report then goes on to imply that the Coeur 
d’Alene Casino knowingly took part in a tax fraud scheme with respect to how it received off- 
track bets and subsequently paid winnings. In reality, neither the Coeur d’Alene Casino nor Mr. 
Matheson are mentioned in the indictment referenced by the Oneida Indian Nation. In addition, 
we are unaware of either the Coeur d’Alene Casino or Mr. Matheson ever being accused of any 
acts of impropriety. Rather, the Coeur d’Alene Tribe has for twelve years operated a highly 
regulated gaming operation, and Mr, Matheson has served as its chief executive officer. 
Moreover, prior to holding this position for the Coeur d’Alene Tribe, Mr, Matheson served in the 
Central Office of the Bureau of Indian Affairs, holding a position of significant authority and 
responsibility which required that Mr. Matheson undergo extensive FBI background checks. Mr. 
Matheson has been granted top secret clearance as a result of those checks, and has subsequently 
undergone numerous other background checks, as required of his position in the Coeur d’Alene 
Tribe’s gaming enterprise. Mr. Matheson’s record and reputation are impeccable. 

Why the New York Racing Association decided to terminate its relationship with the 
Coeur d’Alene Tribe is unclear to the Coeur d’Alene Tribe and Empire Resorts. In addition, it is 
the New York Racing Association, not the Coeur d’Alene Tribe nor Mr. Matheson, that in 2003 
was investigated by the Office of the Attorney General of the State of New York, the New York 
State Police, the New York State Office of the Inspector General and the United States 
Attorney’s Office for the Eastern District of New York for a multitude of crimes such as money 
laundering, illegal gambling, loan sharking and tax fraud. In addition, notwithstanding the 
decision by the New York Racing Association to suspend its relationship with the Coeur d’Alene 
Casino, the Coeur d’Alene Casino continues to receive simulcast horseracing signals from 
racetracks in California and 1 1 other states. To restore its relationship with the New York Racing 
Association, please note that Mr. Matheson, on behalf of the Coeur d’Alene Casino, has offered 
(i) to hire and pay for a neutral, third party to verify the identity of all telephone bettors and 
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(ii) to undergo annual reviews by an outside auditing firm to prove that its strict regulatory 
governance rules are diligently observed. 

Accusation that Empire Board Members Conspired with Marcos Family 

On page 5 of the Oneida Report, under the heading “Empire President and Directors Hid 
Marcos Family Fimds,” the Oneida Indian Nation states that Ralph Bernstein and Joseph 
Bernstein, each members of Empire Resorts’ Board of Directors, and Morad Tahbaz, Empire 
Resorts’ former president and a former member of its Board of Directors, operated a real estate 
company called New York Land Company that knowingly purchased $181 million in New York 
commercial real estate for Ferdinand Marcos and his family, hiding the purchases through a 
series of off-shore front companies to avoid U.S. taxes. This accusation constitutes a gross 
mischaracterization of the actions taken by Messrs. Bernstein, Bernstein and Tahbaz in this case. 
First, Mr. Tahbaz was never accused by any governmental agency, entity or court of any 
wrongdoing, whatsoever. Second, while the Oneida Indian Nation would like to characterize 
Joseph and Ralph Bernstein as being catalysts for the U.S. tax fraud that Ferdinand and Imelda 
Marcos were eventually charged with, it was Joseph and Ralph Bernstein who assisted the U.S. 
government’s investigation, providing key evidence of the Marcoses’ ownership of various 
properties in New York City. 

Specifically, while Joseph and Ralph Bernstein were never accused of any wrongdoing in 
connection with the U.S. government’s investigation of Ferdinand and Imelda Marcos, they were 
subpoenaed to testify before the House Foreign Affairs Subcommittee on Asian and Pacific 
Affairs in February 1986, at which time Joseph and Ralph Bernstein declined to testify, leading 
to a certification of contempt by the House of Representatives (Resolution 384, 99* Cong. 2"'' 
Sess.). Subsequently, however, on April 9, 1986, at their request, Joseph and Ralph Bernstein 
appeared before the Subcommittee, at which time they provided documents and answered all of 
the Subcommittee’s questions, without exception. Following this testimony, then Representative 
Steven Solarz, Chairman of House Foreign Affairs Subcommittee on Asian and Pacific Affairs, 
was cited in the Wall Street Journal (Eastern Edition) on April 10, 1986 as describing the 
testimony of Joseph and Ralph Bernstein as a breakthrough for investigators, as it proved that the 
Marcoses did, in fact, control a substantial real estate empire in the New York area (as such 
evidence had previously proved elusive to federal investigators). In addition, on May 22, 1 986, 
Representatives Dante B. Fascell, Chairman of the Committee on Foreign Affairs, Solarz, 
William S, Broomfield, Ranking Minority Member of the Committee on Foreign Affairs, and 
Jim Leach, Ranking Minority Member of the Subcommittee of Asian and Pacific Affairs each 
signed a letter addressed to Joseph E. DiGenova, U.S. Attorney for the District of Columbia, 
requesting that the cooperation and testimony of Joseph and Ralph Bernstein on April 9, 1986 be 
taken into account in the pending grand jury proceedings with respect to the February 1 986 
contempt charge cited above. On June 9, 1986, Mr. DiGenova informed Joseph and Ralph 
Bernstein that the United States District Court Grand Jury that had been considering the February 


460203-1 



The Honorable John McCain 
June 8, 2005 
Page 6 


126 


1986 Contempt of Congress citation formally voted on June 5, 1986 not to issue an indictment 
with respect to that matter. 

With respect to the Oneida Indian Nation’s specific accusation that Joseph and Ralph 
Bernstein helped the Marcos family shelter real estate purchases from taxes, that is nothing more 
than a brief excerpt of the testimony that Joseph and Ralph Bernstein provided the House 
Foreign Affairs Subcommittee on Asian and Pacific Affairs on April 9, 1986. Joseph Bernstein 
explained how four of the New York City properties beneficially owned by the Marcoses were 
owned by foreign corporations, and that each foreign corporation was in turn held by three 
Panamanian corporations, each of which held a one-third interest. He further explained that the 
use of Panamanian firms shielded the Marcoses from New York state’s gains taxes, which apply 
when someone owns more than 50% of an asset. As opposed to the image attempted to be 
created by the Oneida Indian Nation, Joseph and Ralph Bernstein did not state that they assisted 
the Marcoses in acquiring real estate in New York City as part of an illegal scheme. 

Joseph and Ralph Bernstein have been subsequently investigated for taking part in any 
wrongdoing with respect to their relationship with Ferdinand Marcos and his family. 
Specifically, Joseph Bernstein, a licensed attorney in the State of New York, was formally 
investigated by the Departmental Disciplinary Committee of the New York Supreme Court, 
Appellate Division, First Judicial Department, in connection with his representation or 
involvement with the former government of the Philippines, Ferdinand and Imelda Marcos, the 
New York Land Company or related entities. On June 2, 1988, the Departmental Disciplinary 
Committee sent Joseph Bernstein a letter stating that such committee determined that there was 
no basis for taking action against Joseph Bernstein and, therefore, the matter was closed. In 
addition, more recently, each of Joseph and Ralph Bernstein has received licenses to be material 
beneficial owners of Monticello Raceway by the New York Racing and Wagering Board, which 
licenses have been renewed on an annual basis for numerous years. 

In support of the above rebuttals, attached as Exhibit B are copies of the correspondence 
referenced above. 

Mohegan Tribe Leaves USET 

Empire resorts would also like to inform you that in June 2005, the Mohegan Tribal 
Council, the governing body of the Mohegan Tribe, voted to withdraw from USET and 
demanded an apology from its president, Keller George of the Oneida Indian Nation, after the 
Mohegan Tribe read Mr. George’s remarks about the Mohegan Tribe and their development 
partner. Trading Cove Associates, in testimony Mr. George provided to the New York State 
Assembly, which testimony was substantially similar to the testimony USET provided to your 
committee on May 1 8, 2005. 

Conclusion 


In conclusion, we find the Oneida Report to be grossly misleading and laden with 
potentially actionable libelous claims. Moreover, we find it to be a waste of your time and ours 
to continue to have to refute these claims that the Oneida Indian Nation has now made before 
your committee, New York State authorities and the media. We hope that after reading this letter 
and the attached documents you will disregard the Oneida Report and view it as nothing more 
than an attempt to prevent Empire Resorts, or anyone else, from developing a Native American 
casino in the State of New York that might compete with the Turning Stone Resort & Casino, a 
Native American casino resort owned and operated by the Oneida Indian Nation. Please feel free 
to contact me should you have any questions or comments with respect to this letter. 
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PERSONAL AND CONFIDENTIAL 


Joseph Bernstein, Esq. 

29 West 57th Street 
New York, New York 10019 

Re! Docket No. 0670/36 
Dear Mr. Bernstein: 

It has come to our attention that you have been 
named as a party in litigation arising out of your 
representation or involvement with the former govern- 
ment of the Phillipines, Ferdinand and Imelda Marcos, 
and the New York Land Co. or related entities. 

As a preliminary step in determining whether you 
may have committed professional misconduct in connection 
with any of these lawsuits, kindly send to my attention 
copies of the pleadings (complaints, answers, counter- 
claims, etc.) in all such suits whether or not they are 
currently pending, please also advise me of the status 
of each such suit. 

In addition, kindly provide a statement addressing 
the contempt of Congress charges voted against you, 
including a chronological account of the episode, its 
apparent resolution, and your explanation of your conduct 
leading up to the contempt citation. 



Joseph Bernstein, Esq. 
Re: Docket No. 0670/86 
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November 6, 1986 
page 2. 


Please provide these materials to me within twenty 
days from the date hereof. 

You are advised that an unexcused failure to reply to this 
complaint constitutes "professional misconduct" independent 
of the merits of the complaint and will be treated accordingly 
by the Committee. 


KDRsmd 


Very truly yours, 



Kim D. Rirrgler 
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June 2 , 1988 


PERSONAI, AND CONFIDENTIAL 


Joseph Bernstein, Esq. 

29 West 57th Street 
New York, New York 10019 

Re: Docket No. 0670/86 

Dear Mr. Bernstein: 

This is to advise you that following an 
investigation of the complaint proffered against 
you, the matter was submitted to the Committee for 
disposition. 

The Committee has determined that there is no 
basis for taking action and, therefore, the matter 
has been closed. 

Very truly yours, 

— 

Michael A. Gentle 

MAGsDTBjmd 

cc Sheila Ginsberg Riesel, Esq. 
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May 22, 1986 


The Honorable Joseph E, DiGenova 

U.S. Attorney for the District of Columbia 

3rd and Constitution, N.W. 

Washington, DC 20001 

Dear Mr, DiGenova: 

On February 27, 1966, the House of Representatives adopted House 
Resolution 3B4, 99th Cong,, 2d Sess,, certifying the report of the 
contempts of Congress by Ralph and Joseph Bernstein, for them to be 
proceeded against in the manner pxwided ty 2 U.S.C. SS 192 and 194. 

As detailed in that report, the Bernsteins refused to answer questions 
of the Subcoranittae on Asian and Pacific Affairs regardirq investments 
in the United States of Ferdinand and Imelda Marcos, 

Subsequent to that certifioation, the Bernsteins' ashed to appear 
before the Subcenmittee again in order, this time, to answer its, 
questiens. While the contempts at the original hearing were eonpleted 
criminal actions which cannot be purged, the SubcommlttEe agreed to 
allcw the Bernsteins to appear, and to notify the United States 
Attorney formally of such an appearance for his consideration in 
oomection with the conterrpt certification. Cw April 9, 1986, the 
Bernsteins appeared before the Suboocmittee, provided documents, and 
answered all of the Subcomittee's questions, without exception. We 
think the willingness of the Bernsteins to cooperate with our Cocmittee 
should be taken into account in the grand jury proceedings. 

We are enclosing a copy of the transcript of the April 9 hearing, 
and request that it be brought to the attention of the grand jury. 

In addition, we are providing for your information a copy of the civil 
case deposition that was taken in New York, in which a number of the 
same questions posed at the Subcormuttee hearing were asked. 

Pleas# don't hesitate to contact us if we can be of any further 
assistance to you. 


Sincerely, 



_,airman 
Coimittee on Foreign Affairs 



WILLIAM S. BRXMEi 
Ranking Minority/ 

Carmittee on Affairs 
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U.S. Dtpsrtmenl of justice 
United States Attorney 
District oj Columbia 


Judiciary Ctnier 
SSS Fourth Si. N.W. 
Washlngiott, DC 2000! 


June 9, 1986 


The Honorable Dante B. Fascell 
Chairman 

Committee on Foreign Affairs 
2354 Rayburn House Office 
Building 

Washington, D.C. 20515 

The Honorable Stephen J. Solan 
Chairman 

Subcommittee on Asian 
and Pacific Affairs 
1536 Longworth House Office 
Building 

Washington, D.C. 20515 
Dear Gentlemen: 


The Honorable William S. Broomfield 
Ranking Minority Member 
Committee on Foreign Affairs 
2306 Rayburn House Office 
Building 

Washington, D.C. 20515 

The Honorable Jim Leach 
Ranking Minority Member 
Subcommittee on Asian 
and Pacific Affairs 
1514 Longworth House Office 
Building 

Washington, D.C. 20515 


This is to advise you that the United States District Court 
grand jury which had been considering the February 27, 1986 
Contempt of Congress certification involving Ralph and Joseph 
Bernstein formally voted on June 5, 1986, not to issue an indict- 
ment in this matter. 


The grand jury heard testimony from various witnesses com- 
mencing on March 11, 1986 . The last matters considered by the 
grand jury were the contents of your May 22, 1986 joint letter 
and its attachments. 

j We are pleased to have had the opportunity to work with Con- 
gressman Solarz and distinguished House Counsel on this matter. 


cc: 


Very truly yours, 

JOSEPH E. DIGENOVA 




nited States Attorney 
istrict of Columbia 


Robert P. Watkins, Esquire 

Counsel for Messrs, Ralph and Joseph Bernstein 
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EMPIRE RESORTS, INC. 
MIGHTY M GAMING 


MORRISON & COMPANY 
Certified Public Accountants 
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I. INTRODUCTION 


Empire Resorts, Inc. (Empire) operates Mighty M Gaming at Monticello Raceway and 
Monticello Raceway in Monticello, New York. Monticello Raceway is a harness racetrack and 
Mighty M is a video gaming facility located in the Raceway grandstand. Empire operates the 
video gaming facility through Monticello Raceway Management Inc., a wholly owned subsidiary 
of Empire Resorts, Inc., d/b/a Mighty M Gaming (Mighty M). Following the approval of 
Monticello Raceway as a site for video gaming machines by the New York State Lottery 
Commission, Mighty M made $24,000,000 in renovations to the raceway grandstand. In early 
2004, Empire began hiring staff in preparation for the opening of video gaming operations. On 
June 30, 2004, Mighty M opened Mighty M Gaming at Monticello Raceway. 

New York State Lottery Regulations require that a video gaming facility maintain a Surveillance 
Department to conduct a 24-hour video surveillance of virtually the entire facility. The New 
York State Police serve as the investigative and enforcement arm of the New York Lottery 
Commission (Lottery Commission). In this capacity, they maintain offices at the Mighty M 
premises and monitor the same surveillance cameras as Mighty M’s Surveillance Department. 

On the afternoon of February 2, 2005 at approximately 3:30 pm, the Director of Purchasing and 
Security, Ted Nigro, and his secretary, Melissa Vemola, were observed by another employee 
leaving Mighty M’s premises with property believed to belong to Mighty M. This observation 
was reported to the senior management of Empire, who requested a copy of the surveillance tape 
irom the Surveillance Department to determine if Mighty M property had been removed from the 
premises in violation of company regulations. When the Surveillance Department failed to 
provide a copy of the tape in a timely manner, senior management went to the State Police office 
to observe the incident on the State Police tape. After reviewing the tape, Robert Berman, the 
CEO of Empire, suspended Mr. Nigro, Ms. Vemola and William DiGennaro, the Director of 
Surveillance, with pay, pending an independent investigation of the incident. 
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On February 15, 2005, the Audit Connnittee of the Board of Directors of Empire engaged 
Morrison & Company, P.A. to perform an internal investigation of this incident and to complete 
an investigation of the Mighty M Purchasing Department begun by Michael Steinhauer, the 
former Director of Internal Audit for Empire. The Audit Committee also directed our Firm to 
work with the New York State Police in their investigation of the above issues. Therefore, we 
investigated additional allegations made by the State Police concerning the operations of the 
Purchasing Department and the Surveillance Department. Specifically, we were engaged to 
investigate the following issues: 

A. The removal of items from the premises on February 2, 2005 by Mr. Nigro and Ms. 
Vemola. 

B. Alleged improprieties within the Purchasing Department, including: 

a. Alleged preference and favoritism toward certain vendors, including: 

i. Maines (food purveyor), and the possible personal benefit to 
Mr. Nigro from his relationship to Maines; 

ii. Helga Designs (uniform sales); 

iii. Woodruff Specialties (specialty items). 

b. Credits from Maines to Mighty M for overcharges; 

c. Use of photocopied signatures to approve Purchase Orders. 

C. Alleged failure or delay of the Surveillance Department to report certain incidents to 
the State Police including: 

a. Failure to report the theft of an electric generator from an electrical 
contractor working for Mighty M; 

b. Failure to report individuals smoking marijuana in the parking lot; 

c. Failure to report individua](s) pouring liquor into different bottles of the 
same brand; 

d. Failure to report an incident in which a floor attendant was bumped and 
injured on the job; 

e. Failure to report a Floor Ambassador going into the west cage 
unaccompanied by a representative of the Surveillance Department; 
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f. General procedures for reporting incidents to the State Police. 

D. Mr. DiGennaxo entering the warehouse with a key that had not been signed for. 

E. Mr. Nigro’s Monticello Raceway Employment Application and New York Gaming 
License Application. 

F. Internal Audit of the Purchasing Department. 

The procedures utilized in the performance of our investigation of the above allegations are 
detailed as an Appendix to this document. 
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11. SUMMARY 


With regard to the allegations, our findings are as follows; 

A. Removal of Mighty M Property by Mr. Nigro and Ms. Vernola: 

We found that Mr. Nigro and Ms. Vemola did not remove items owned by Mighty M from 
the business premises on February 2, 2005. Mr. Nigro pmchased the items he removed from 
the premises and provided receipts to prove that he paid for these purchases personally. 

B. Purchasing Department: 

We found no evidence of improper relationships or preferential treatment given to vendors 
by Mr. Nigro or the Purchasing Department. Additionally, we found no proof or indication 
of a kickback scheme with any vendors. With regard to photocopied signatures, we found 
that Mr. Nigro did, in fact, photocopy signatures to complete paperwork for purchases made 
largely around the time of the opening of Mighty M. We have been furnished no evidence to 
suggest that photocopied signatures were used for prospective purchases but, instead, were 
used to complete the documentation for prior requisitions. We found no evidence that 
photocopied signatures were used to approve purchases that were oveipriced or made for the 
benefit of Mr. Nigro. 

C. Surveillance Department: 

The failure or delay of the Surveillance Department to report incidents to the State Police 
was largely due to a lack of communication between the Surveillance Department and the 
State Police and due to a lack of a clear protocol for communication between the State Police 
and the Surveillance Department. 

D. Warehouse Key; 

According to the State Police, lottery regulations provide that the Director of Surveillance, 
Mr. DiGetmaro, should not control a key to the warehouse. He was required to sign a key 
out in order to enter the warehouse. In the instance in question, Mr. DiGennaro advised us 
that he borrowed a key from Mr. Nigro in order to look for items in the warehouse. 


6 



137 


E. Mr. Nigro’s Mighty M Employment Application: 

Mr. Nigro provided us with legal documentation to explain why he failed to disclose a prior 
conviction on his Mighty M Employment Application. In essence, his prior conviction was 
expunged and he was, therefore, not required to disclose the prior conviction. He did 
disclose the conviction on the Gaming License Application he filed with the New York 
Lottery Commission in order to provide complete disclosure even though this disclosure was 
not required. In addition, he did not disclose a work permit he held on the Mighty M 
Application because the application only asked for gaming licenses. He did disclose the 
permit on the gaming license because that application specifically asked for work permits' as 
well as gaming licenses. 

F. Internal Audit of the Purchasing Department: 

We found no evidence that Michael Steinhauer, the Director of Internal Audit at the time, 
performed a formal audit of the Purchasing Department. 
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ni. FINDINGS 

A. The removal of items from the premises on February 2. 2005 by Mr. Nigro and Ms. 

Vernola: 

We reviewed e-mails and conducted interviews concerning the removal of tlie items from the 
Monticello Raceway premises on February 2, 2005. Based on this analysis, we understand that 
the following occurred. At approximately 3:30 p.m., Mr. Nigro left the employee entrance of the 
building with his secretary, Melissa Vemola, carrying a briefcase and several boxes. Mr. Nigro 
and Ms. Vemola stopped at the security checkpoint and had their bags inspected by Alisha 
Taylor, the security employee on duty at the time. Mr. Nigro advised that he had receipts 
proving that he purchased all items contained within his briefcase and the boxes carried out that 
day. Items included T-shirts, beads, two (2) King cakes and Moon Pies for a Mardi Gras party 
he was hosting that evening. Mr. Nigro advised that one of the King cakes and the other items 
were purchased from an individual named Kent Partsch, an employee of Woodraff Specialties. 
According to Mr. Nigro, he asked Mr. Partsch to pick up these items as a favor when Mr. Partsch 
purchased similar items for himself These were not items carried by Woodmff Specialties. Mr. 
Nigro provided us with a copy of the check paid to Mr. Partsch for $50.00. A copy of the check 
is attached as Exhibit A. The second King cake was ordered from Paul’s Pastry Shop (Picayune, 
Mississippi) for $35.95. We have a copy of Mr. Nigro’s HSBC checking account bank 
statement, which shows a debit memo of the $35.95 (Exhibit B) and the Paul’s Pastry ptuchase 
order forms from Mr. Nigro’s e-mails (Exhibit C). Investigator Scileppi also faxed us a copy of 
a receipt from Kent Partsch showing the purchase of these items. Mr, Partsch had sent a copy of 
the receipt to Anthony Bruno of the Internal Audit Department, and Mr. Bruno provided a copy 
to Investigator Scileppi (Exhibit D). Mr. Nigro also indicated that he purchased balloons for a 
few dollars at a local Party City store. Mr. Nigro purchased all these items with his own money 
for the Mardi Gras party he held at his condominium complex on February 2, 2005. Individuals 
from Monticello Raceway attended the party, including Mr. DiGennaro, Mr. Delaney and Mr. 
Aro. 

As Mr. Nigro and Ms. Vemola were leaving the Monticello Raceway premises, an individual 
was returning and observed them leaving with these items. This individiral advised Ms. Guarino, 
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the Administrative Assistant in the Monticello Raceway Internal Audit Department, of what she 
had seen in view of the Company’s policy that no one is permitted to leave the premises with 
food. Ms. Guarino advised Mr. Kaniewski and Mr. Berman, who were both on the premises that 
day, of what had occurred and requested a clip of the incident from surveillance.' The Director 
of Surveillance, Mr. DiGennaro, met with Ms. Guarino and advised that he was busy and asked 
if he could make the clip the following morning. Ms. Guarino approved the submission of the 
clip in the morning. 

The following morning, Mr. DiGennaro first stopped at the bank on his way to work. When he 
arrived at work at approximately 10:00 a.m., he met with individuals from ADT who were at the 
Monticello Raceway facility to work on the surveillance cameras. When Mr. DiGennaro arrived 
at work, he had received several phone messages from Ms. Guarino but did not immediately 
retium them. He then went upstairs to see Mr. Delaney to bring him down to view the clip. 

Mr. DiGennaro brought Hector Vazquez, Assistant Director of Security, with him to Mr. 
Delaney’s office. When Mr, DiGennaro met with Mr. Delaney, he stated that he was going to 
get Ms. Guarino to review the tape. In response, Mr. Delaney advised Mr. DiGennaro not to 
contact Ms. Guarino because he, Mr. Delaney, was handling this matter for the Empire Board of 
Directors. On the way to the surveillance office, Mr. DiGennaro, Mr. Vazquez, and Ms. Guarino 
passed Mr. Arc’s office, Mr. Aro was on the telephone and declined to accompany them to 
review the tape. 

According to Investigator Scileppi, Mr. Kaniewski and Mr. Berman had visited him at 
approximately 9:30 a.m. on February 3 and inquired about other State Police investigations at 
Monticello Raceway. Both Mr. Kaniewski and Mr. Berman left, then returned to Investigator 
Sciteppi’s office at 10:30 a.m. Investigator Scileppi suggested that Mr. Berman call Ms. Guarino 
to see if Mr. DiGennaro had contacted her. Ms. Guarino advised that Mr. DiGennaro had not yet 
contacted her. At that point Investigator Scileppi stated that he had a copy of the video clip of 
the incident, which he played for Mr. Kaniewski and Mr. Berman. Later in the afternoon of the 
same day, Mr. DiGennaro, Mr. Nigro and Ms, Vemola were suspended. 

A clip is the relevant section of the surveillance tape recorded by surveillance cameras located tlirougbout tbe 
Monticello Raceway premises. 
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We have been presented with receipts for all the items Mr. Nigro removed from the premises. 
Mr. Nigro had the items sent to the premises rather than his condominium because they were 
perishable and he had no means of maintaining them at his condominium. Because he had the 
items sent to Monticello Racewfay, Mr. Nigro created confusion when he removed them, giving 
the appearance of removing property owned by Monticello Raceway from the business premises. 
As a result, a misunderstanding, such as the one that occurred, can happen. Nevertheless, Mr. 
Nigro has receipts for the items and he disclosed his purchases to the security guard. On his part, 
Mr. DiGennaro failed to handle this matter in a timely fashion. Nevertheless, he did bring Mr. 
Delaney to view the clip and Mr. Delaney advised Mr. DiGennaro not to contact Ms. Guarino. 

B. Purchasing Department: 

a) Alleged preference and favoritism toward certain vendors, including; 

i- Maines, and the alleged personal benefit to Mr. Nigro by virtue of his position; 
Mighty M ordered food from three (3) vendors, Maines, Ace Endico and Sysco, represented by 
Daniel Kagan, Jonas Seda and Michael Kreloff, respectively. With regard to concerns of 
improper relationships and kickbacks from food vendors, we interviewed the following people; 
Ted Nigro and Melissa Vemola of the Purchasing Department, Anthony Bruno and Michael 
Steinhauer of Internal Audit, Jim Piontek of the Receiving Department and Steve Seltzer, the 
Director of Food & Beverage. We also reviewed the September 2004 food bids and bid awards 
from the three (3) food vendors, Maines, Ace Endico and Sysco. 

We found that, in September, approximately 88% of the bid awards went to the lowest bidder, 
spread among Maines, Ace Endico and Sysco. During our interview of Mr. Nigro, we reviewed 
the instances where the low bidder did not receive the bid award (approximately 12%) and found 
that he had valid reasons for awarding the bid based upon criteria other than price, including 
quality, packaging, brand name, etc. Steve Seltzer, the Director of Food & Beverage, confirmed 
that he made requests for certain items. In addition, we found that certain items on the bid sheet 
clearly indicate differences in brand name and pack size. Mr. Nigro stated that requests were 
often made for certain pack sizes or brand names which certain vendors could not supply. 
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Therefore, we found no evidence that Mr. Nigro or the Purchasing Department improperly 
granted bid awards to Maines. 

We also reviewed all of Mr. Nigro’s e-mails for the period June 2004 through February 2005. 
We found no confirmation that Mr. Nigro held a closer relationship with the sales representative 
at Maines, Daniel Kagan, than with other sales representatives, Michael Kreloff at Sysco or 
Jonas Seda at Ace Endico. After an assessment of Mr. Nigro’s sent and received e-mails, we 
observed that Ace Endico and Maines were generally more responsive to questions by Mr. Nigro 
than Sysco. Additionally, Ace Endico and Maines responded with their respective bids in a more 
timely fashion than Sysco. Further, when sending monthly and weekly bid sheets, Mr. Nigro 
simultaneously sent the same e-mail to all vendors as opposed to individual e-mails. As a result, 
all three (3) vendors received bid sheets at the exact same time and no one vendor had the 
information before the others. Individual e-mails appear largely to have been sent only when a 
question arose concerning a previously shipped item. Mr. Nigro customarily copied Jim Piontek 
on all monthly bid orders. Mr. Piontek confirmed this procedure in an interview of him. We 
believe that a review of September’s purchases supports a finding that there is no evidence of 
impropriety in the Piuchasing Department’s bidding process. 

ii. Helga Designs. Inc. - Casino Uniforms: 

On March 15, 2005, Senior Investigator Thomas Scileppi of the State Police supplied us with an 
analysis of uniform pricing, which was prepared in part by Anthony Bruno of the biternal Audit 
Department. Subsequently, we spoke to Mr. Bruno and obtained copies of Helga Designs, Ino. 
(Helga) initial purchase order dated April 15, 2004, and a revised price list from Heiga’s dated 
February 1 0, 2005 . This analysis detailed the cost of uniforms for various alternative vendors, as 
well as analyzed the pricing differential between the April 2004 and February 2005 Helga 
Designs pricing. Additionally, the analysis delineated the individual uniform item and price. 
We prepared an analysis utilizing the initial purchase order quantity and the revised price list 
date - February 10, 2005. The total uniform cost based upon the revised 2005 price list 
approximates $89,478, resulting in a reduction of $10,396. Therefore, we investigated the 
reasons why Helga’s.pricing was higher in 2004. 
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Subsequently, we interviewed Regina Hensley, the Director of Marketing, who assisted in 
uniform purchasing decisions. Thomas Aro, the COO, and Regina Hensley had previous 
experience using Helga’s for uniforms and were satisfied with Helga’s products for timeliness 
and quality. We were advised that the uniform selection process commenced prior to the 
establishment of the Purchasing Department and pre-existed the employment of Theodore Nigro. 
Several Mighty M executives and department heads were involved in the uniform decision 
making, including Thomas Aro, William Delaney, Regina Hensley, Cliff Erlich and Mary 
Buckles. Theodore Nigro became involved after March 4, 2004. 

According to Regina Hensley, they interviewed several vendors. After this lengthy process, they 
formed a consensus that Helga’s uniforms were the best looking, the best fitting, and the best 
made. In addition, the uniforms purchased fi-om Helga’s were customized, not off the rack. 
Custom uniforms generally require approximately eight (8) to ten (10) weeks from initial order 
to delivery. The Company’s goal was to have uniforms available on-site two (2) weeks prior to 
the grand opening (July 4"' weekend). This time period would allow employee fitting to occur 
prior to opening. Mighty M had planned an early grand opening and, thus, uniform selection had 
already been determined in March 2004. 


A review of Helga Designs’ website identifies other casino uniform customers such as: 

1. Bally’s (3 locations); 

2. Station Casino (2 locations); 

3. Casino Magic (3 locations); 

4. Harry’s Casinos (12 locations); 

5. Isle of Capri Casino (2 locations); 

6. Lady Luck Casinos (4 locations); 

7. Players Island Casinos (4 locations); 

8. President Casinos (2 locations); 

9. Caesar’s Palace (2 locations); 

10. Trump Taj Mahal Casino (1 location); 

11. Horseshoe Casino (1 location). 


Mighty M placed the uniform order in April 2004 for a total purchase order cost of $99,874, of 
which $99,457 was considered to be custom order items. 


12 



143 


We asked Regina Hensley to explain why the prices decreased between April 2004 and February 
2005 on Helga’s pricing list. Ms, Hensley offered the following as potential reasons: 

1 . The April 2004 order may have been considered a “rush order,” thus, they may have 
billed the order at a higher price. 

2. Customization and set-up charges may have been included in the April 2004 
uniform costs. Now, set-up costs are satisfied and they can reduce future uniform 
prices. 

3. Helga may have reacted to competitive forces which now exist but did not exist in 
2004, i.e. other companies are now submitting competitive bids. 

4. Helga may have anticipated Mighty M replacement uniform orders and developed a 
standing inventory level of certain items which are specific only to Mighty M 
Gaming. 

Since the initial purchase. Mighty M has selected different uniform vendors and has availed 
themselves of better pricing. 

ill. Woodruff Specialties: 

With regard to Woodruff Specialties, it is alleged that Mr. Aro, Mr. Nigro and Ms. Hensley, 
Director of Marketing, placed pressure upon Mary Buckles, Gift Shop/Wardrobe Supervisor, to 
order from Woodruff. Additionally, Ms. Buckles stated that she had received pressure during 
December 2004 to retroactively sign a (June 2004) requisition order for goods from Woodruff 
even though she was not certain that she had actually received the items. 

Concerning pressure to order from Woodruff, we interviewed Mr. Aro. Mr. Nigro, Ms. Hensley, 
Ms. Buckles and Ms. Vemola. Mr. Aro, Mr. Nigro and Ms. Hensley indicated that until recently, 
Woodruff was a small family-run operation (they have recently been purchased by a much larger 
company). All three (3) people indicated that they had done business with Woodmff for many 
years while working for the predecessor company to Empire, Alpha Hospitality. They further 
indicated that Woodraffts service was excellent, including delivery and handling, and that the 
products Woodruff Held were sometimes difficult to find elsewhere. Because of the continuing 
good business relationship held with Woodruff, Mr. Nigro continued to order products from 
them. 
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Mr. Aro allegedly brought pressiue on the staff to pay an outstanding bill from Woodruff. The 
implication raised by the State Police and Michael Steinhauer is that there was an improper 
relationship between Mr. Aro and Mr. Nigro with Woodruff with whom they had done business 
while working at Alpha Hospitality. Mr. Nigro analyzed the Woodruff charges as did Izora 
Jones of the Accounts Payable Department. They found that Ms. Buckles ordered items from 
Woodruff without going through the Purchasing Department. As a result, the Accounts Payable 
Department did not receive the paper work needed to make payment. Both Ms, Jones and Mr. 
Nigro determined that the paper work was not present for certain purchases, Ms. Buckles was 
asked to document her purchases from Woodruff. Ms. Buckles did not immediately address this 
request and, accordingly, an extended period of time passed. Ms. Buckles was able to ultimately 
confirm the receipt of certain merchandise from Woodruff, including bags and T-shirts, but was 
unable to confirm the total quantity of T-shirts received. Furthermore, this order may have been 
delivered prior to the creation of a centralized receiving location (currently in place). As stated 
above, Ms. Buckles ultimately confirmed that she had ordered and received the items. 

In the interim. Woodruff refused to deliver a current order needed by Regina Hensley because 
they had a bill over ninety (90) days old due to Ms. Buckles’ failure to follow procedures when 
she placed the order and because a centralized receiving process was not yet in place when the 
goods were received in June 2004. Woodruff refused to deliver the items Ms. Hensley needed 
pending payment of the old outstanding invoice. As a result. Regina Hensley appealed to her 
boss, Mr. Aro. Mr. Aro states, and his e-mails confirm, that he did intervene in this matter. 

Woodruff overcharged and improperly charged Mighty M for freight and sales tax. Mr. 
Steinhauer has alleged that these charges indicate an improper relationship between Ted Nigro, 
Tom Aro and Regina Hensley with Woodruff. We disagree. Mr. Steinhauer prepared a schedule 
of inconsistent calculations of sales tax charged by Woodruff to Mighty M and of overcharges 
for freight. While Mr. Steinhauer’s schedules accurately reflect these overcharges, they do not 
relate to the duties of Ted Nigro, Tom Aro or Regina Hensley. Before they approve invoices for 
payment, Accounts Payable should verify the accuracy of all bills including charges for freight 
and sales tax. Therefore, this issue needs to be addressed by Accounts Payable and we have 
been advised that the Accounts Payable Department now verified these charges prior to 
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approving an invoice for payment. These charges appear to be erroneous. Moreover, it is the 
responsibility of the Accounts Payable Department, not Mr. Nigro’s Purchasing Department, to 
perform the reconciliation necessary to approve only benefit charges for payment. Other 
problems arose concerning the charging of freight and taxes. These had been investigated by the 
Accounts Payable Department and by the internal auditor. 

Based on the above, we find no impropriety in the relationship between Tom Aro, Regina 
Hensley and Ted Nigro with Woodruff. 

b) Credits from Maines to Mighty M for overcharges; 

We addressed the issue of credits from Maines to Mighty M for overcharges by Maines. 
According to Mr. Nigro, Jim Piontek had determined that all three (3) vendors - Maines, Ace 
Endico and Sysco - had billed Mighty M in excess of the amount bid. This occurred specifically 
with perishable items such as beef, poultry, and vegetables - the prices for which fluctuate 
weekly. According to Mr. Nigro, the vendors typically agree to hold their prices on the items for 
the full monthly period bid. This informal agreement expired in September and the vendors 
began to change their prices. Therefore, for a period of time but most notably in September, the 
vendors changed their prices weekly while the bids were made monthly. Mr. Nigro advises that 
he subsequently switched to weekly bids for these perishable items. His e-mails confirm this. 
Mr. Nigro performed an analysis of the amounts bid versus those charged and negotiated credits 
with Maines. The final agreed upon credit was $1,200. Maines requested that they be allowed to 
provide the credit with food and .they offered to pay $2,000 worth of food as opposed to $1,200 
in cash, which seemed reasonable to Mr. Nigro. According to Mr. Nigro, the food used as 
credits was to be strictly for items being used by Mighty M on a regular basis and not samples, 
which would have been given to Mighty M for free in any event. This issue was being worked 
out between Mighty M’s accountants, Mr. Nigro and Maines, but the process had not been 
completed when Mr. Nigro was suspended. We interviewed Anthony Bruno, Izora Jones from 
the Accounts Payable Department and the Controller, Mark Marasso, concerning this issue. We 
have requested documentation on this issue and have received no documentation to prove that 
Maines provided samples in lieu of product regularly used by Mighty M. Furthermore, Mr. 
Nigro did not control payment of invoices or credits against payments due. Therefore, all of his 
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work OB this issue was subject to the final review of the Accounts Payable Department and Mr. 
Marasco as the Controller. 

c) Use of Photocopied Signatures to approve Purchase Orders: 

The allegation is that Mr. Nigro and his assistant, Melissa Vemola, photocopied signatures and 
pasted them onto requisitions in order to complete documentation for purchases. We 
investigated this matter and found that the situation arose when, pmsuant to a change in 
Company policy, the Controller, Mr. Marasco, requested that purchases which had been made in 
the past, be fiilly documented; i.e. if the purchase order was missing a signature, the signature be 
obtained. This procedme does not appear to have been done for current purchases but only, as 
Mn Nigro has adamantly stated, for items which had already been received months prior to the 
time the signatures were photocopied. Ms. Vemola also adamantly stated in our interview of her 
that any photocopied signatures were for items already paid for and received in the past. She 
also stated that this only happed on a few occasions. Mr. Nigro admits that what he did was 
wrong and he should not have photocopied the signatures. His explanation is that he became 
ftustrated in his attempts to obtain complete documentation on these old items and, therefore, 
photocopied signatures and pasted them on the purchase orders. It should be noted that accounts 
payable personnel review all invoices and supporting documentation before approving payment. 
Mr. Nigro did not approve invoices for payment. Accoimts payable personnel has advised us of 
no incident in which Mr. Nigro used photocopied signatures in order to obtain approval , of a 
purchase order for an item that benefited him personally or for which they believe Mighty M 
overpaid. Based upon our interviews and everything we reviewed, nothing has come to our 
attention to indicate that the photocopied signatures were used for any reason other than to 
expedite compliance with a request from Mr. Marasco to docmnent prior purchases. Mr. Nigro 
treely submits he made an error in judgment. 

C. Alleged failure or delay of the Surveillance Department to report certain incidents 
to the State Police: 

Investigator Scileppi raised issues concerning the cooperation of the Surveillance Department 
with the State Police and other issues as previously stated. We discussed these issues with Mr. 
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DiGeimaio and subsequently obtained Investigator Scileppi’s comments to Mr. DiGennaro’s 
responses. 

a. Failure to report the theft of an electric generator: 

Issue - A generator owned by an electrical contractor working at Mighty M was stolen from the 
parking lot in September 2004. A pick-up truck was seen in the parking lot around the time of 
the theft, and it was assumed the pick-up truck had been used to take the generator. The foreman 
on the job advised Mr. DiGermaro of the incident, and Mr. DiGennaro did not report the incident 
to the State Police. Investigator Scileppi believes this shows a lack of compliance with the New 
York State Lottery Rules regarding reporting violations. 

Response and Comment - On his part, Mr. DiGennaro responded that the situation with the 
generator was one of poor communication. Mr. DiGennaro wanted time to review what had 
happened. Later, the Mighty M staff found the same pickup truck in the parking lot. Mr. 
DiGermaro advised us that the State Police were notified and the individual who had taken the 
generator was later apprehended. Mr. DiGennaro said Investigator Scileppi was happy because 
the Montioello Raceway staff recovered the generator and found the individual who had stolen it. 
Mr. DiGennaro gave the impression that Hector Vazquez, Assistant Director of Security, had 
. found the generator and then advised the State Police. On his part, Investigator Scileppi said the 
foreman stated that Mr. DiGennaro told him not to advise the State Police and that he, Mr. 
DiGennaro, would look into the matter. Three days passed before the foreman reported the 
matter to the State Police. Investigator Scileppi indicates that the State Police then completed the 
investigation. When asked in a second interview, Mr. DiGennaro advised that he did not tell the 
foreman to forego notifying the State Police, and that the incident was one of poor 
communication. 


b. Failure to report individuals smoking marijuana in the parking lot: 

Issue — At approximately 3:00 a.m. one morning, several individuals were observed by the 
surveillance cameras smoking marijuana in the parking lot. The State Police were not advised 
until 4:00 or 5:00 p.m. the following afternoon. 
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Response and Comment - According to Mr, DiGennaro, the surveillance operator and 
supervisor on duty at the time observed several individuals smoking marijuana in the parking lot. 
They made a clip of the incident and wrote a note to Mr. DiGennaro stating “D, you need to look 
at this.” They then slid the folded sheet of paper with the CD of the incident under Mr. 
DiGennaro’s office door. When Mr. DiGennaro arrived the next morning, these individuals had 
completed their shift and gone home, Mr. DiGennaro did not immediately realize the importance 
of what had happened because it was transmitted in an informal mariner. He went about his 
normal workday, read the note and viewed the clip at approximately 3:00 p.m. After viewing the 
clip, he immediately advised the State Police of the incident. Investigator Scileppi felt that this 
was a reasonable explanation. Further, when a similar incident occurred approximately a week 
later, the State Police were notified inunediately b.y the surveillance operators and Mr. 
DiGennaro was notified at home. The individuals were apprehended by the State Police. 

c. Failure to report individuals) Dourin2 liquor into other liquor bottles of the same 
brand: 

Issue - Bartenders were observed pouring liquor into different bottles of the same brand of 
liquor. Surveillance operators advised Mr. DiGennaro, but he never advised the State Police; 
although, this action is a violation of State alcohol and beverage regulations. 

Response and Comment - Mr. DiGennaro states that he was advised of this fact but that he was 
unaware that this activity constituted a violation of law. Mr. DiGennaro was under the 
impression that a violation would occur if a lesser quality brand liquor was poured into the bottle 
of another presiunably higher quality brand. On his part. Investigator Scileppi stated that the 
individual who advised Mr. DiGermaro of the violation had operated a liquor business in New 
York City and that he told Mr. DiGennaro of his knowledge of the liquor regulations and of his 
experience in the liquor business when he advised Mr. DiGennaro of the violation. 

<!• Failure to report an incident which a floor attendant was bumped and injured on the 
job: 

Issue - A floor attendant was allegedly bumped on the floor and injured on the job. Mr. 
DiGennaro failed to report this incident. 
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Response and Comment - Mr. DiGennaro said that someone asked him to see if a floor 
attendant had hurt herself on the floor. Surveillance operators reviewed the tapes for that day , 
and found nothing. A month later the State Police came to Mr. DiGennaro concerning the 
incident. According to Investigator Scileppi, the woman advised that she had approached Mr. 
DiGennaro and asked to have a copy made of the incident. At the time, Mr. DiGennaro said he 
would work on it. Emergency Medical Technicians treated the floor attendant for the incident 
and made a report. When she did not receive any information from Mr. DiGennaro, she went to 
the State Police approximately a month later and the woman complained that Mr. DiGennaro did 
not get back to her. Investigator Scileppi questions why Mr. DiGennaro did not get back to the 
woman and close out the incident., 

e. Failure to report a Floor Ambassador going into the west cage; 

Issue - Surveillance operators observed the Floor Ambassador going into the west cage without 
security. It was reported to Mr. DiGermaro that the Floor Ambassador was in the west cage. Mr. 
DiGennaro did not report this incident to the State Police. 

Response - According to Mr. DiGennaro, the Floor Ambassador went in to the cage with the 
cage supervisor in order to work on malfunctioning computers. According to Mr. Nigro, with 
whom I also addressed the incident, it is not a violation for the Floor Ambassador to go into the 
cage so long as the cage supervisor is present. Security is only needed if money is an issue. 
Investigator Scileppi said he would check the regulations but he seemed satisfied with the 
response. 

f. General procedures for reporting incidents to the State Police: 

Issue - Mr. DiGennaro advised his operators and supervisors not to report anything to the State 
Police until he was notified. According to Investigator Scileppi, the State Police have sworn 
depositions that the individuals were so advised. The procedure is that the State Police is to be 
advised immediately if there is a violation of law. 

Response - Mr. DiGennaro believes this is a matter of poor communication and that he never 
advised anyone to keep information from the State Police. He stated that his policy is to have 
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incidents reported to the State Police and to him simultaneously in order that he remains in the 
loop. He stated, “that statement really destroys me.” He wishes to be advised as to who made 
the statements because he believes that is not what he said, but a misinterpretation of his 
statements. 

When we contacted Mr. DiGennaro a second time to inquire further about certain issues, we 
again asked him whether or not he had specifically advised anyone to keep information firom the 
State Police, As Mr. DiGennaro stated during our first interview of him, he said that his duties 
are outlined as, “Observe, record and report.” He said he is aware of his duties and would have 
never advised anyone to withhold information fi-om the State Police. He stated a second time 
that this is an issue of misinterpretation. 

D. Usage of a warehouse key; 

Issue - Mr. DiGennaro was observed on a surveillance tape using a key to open the warehouse 
door. As a Director of Surveillance, he should not have a key to the warehouse and is required to 
sign out a key. Further investigation revealed that he did not sign out a key. 

Response and Comment - Mr. DiGeimaro’s response is that there was only one time when he 
went into the warehouse storage area with the key; although, he would often go into the 
warehouse when the door was unlocked and other individuals were in there in order to observe 
their activities. Mr. DiGennaro advised that in one instance he borrowed Mr. Nigro’s key in 
order to look for the King cake. This was the only time Mr. DiGennaro got the key and went 
into the storage area. He believes this may be on the same day or just days before the King cake 
was removed fi-om the premises. According to Investigator Scileppi, they have a clip of Mr. 
DiGennaro going into the warehouse with a key followed two (2) minutes later by Mr. Nigro 
going in with a key. They then left with Mr. Nigro carrying a box. According to Investigator 
Scileppi, both of them had their own keys. According to the clip, Mr. Nigro came out with a 
box, met with Chns Palmer, they talked and then he went out the employee entrance with the 
box. 
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We contacted Mr, DiGennaro a second time and again inquired about this incident. Mr. 
DiGennaro’s account of the incident paralleled his original story. When asked if Mr. Nigro used 
another key to enter the warehouse, he stated that he simply couldn’t remember if Mr. Nigro did, 
in fact, use another key to enter the warehouse. He does admit to borrowing a key from Mr. 
Nigro and that he did not sign out a key. 


E, Mr. Nigro’s Monticello Raceway’s Employment Application and New York Gaming 
License Application: 

Monticello Raceway’s employment application asks whether the applicant has ever been 
convicted of a crime and whether the applicant has ever held a gaming license from any other 
jurisdiction. Mr. Nigro answered “no” to both questions. Mr. Nigro produced a letter from an 
attorney written in 1985 which transmitted a sealing order for a misdemeanor conviction, which 
is enclosed as Exhibit E. The letter advised Mr. Nigro that he did not have to disclose any 
conviction. The Lottery Application, on Page 21 of 57, states at 2, answer “no”, “If any records 
relating to a charge, arrest or conviction have been expunged or otherwise officially sealed by a 
Court or government agency” (Exhibit F). When he filled out the Lottery Application, Mr. Nigro 
contacted a lawyer and family friend who advised him to make full disclosure. Therefore, he 
disclosed the conviction to the Lottery Commission. Mr. Nigro also answered the question, 
“have you ever been licensed by any racing or gaming commission,” “no” on the Monticello 
Raceway application, but then answered that he had a permit on the Lottery Application on Page 
16 of 57 (Exhibit G). He felt that he should answer the question “no” on the Monticello 
Raceway application because he never had a license; however, he did have a permit, which he 
disclosed on the Lottery application. Mr. Nigro also explained to us that in 1989, when he had a 
drug addiction, he wrote himself $14,000 worth of markers while he was working for the Opera 
House Casino in Nevada. The owner of the casino found what he had done and discharged him. 
However, the owner chose not report this incident to the police. Mr. Nigro paid the $14,000. 
back to his employer. At that time, he had an application for a gaming license pending before 
the Nevada Gaming Commission. After this incident, he withdrew his application. 

Later, when he was working for Alpha Hospitality in Mississippi, he applied for a Mississippi 
gaming license in May 1995, as he indicated again on Page 16 of 57 of the New York License 
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(Exhibit G). He withdrew the Mississippi license application without prejudice because 
Mississippi was not going to give him the license based upon his past actions, specifically the 
incident with the markers. We advised Investigator Scileppi of all these facts. He stated, at the 
time, that he did not know if these incidents would be a bar to Mr. Nigro’s obtaining a New York 
license, and that this decision is made by the Lottery Commission. Mr. Scileppi stated that his 
office only conducts the investigation and reports their findings. 

Mr. Aro advised that he was aware of these incidents in Mr. Nigro’s past when he hired him at 
Alpha in 1993 and then hired him in 2004 for MonticeUo Raceway. Mr. Aro told us that he did 
not advise anyone else of Mr. Nigro’s background. 

F. Internal Audit of the Purchasing Department: 

We interviewed Michael Steinhauer, the former Director of Internal Audit, who advised us that 
he performed a formal internal audit of the Purchasing Department and found many suspicious 
items, which he documented in a three-ring binder, and which we have in our possession. Mr. 
Steinhauer specifically raised the issue of favoritism for Maines in the Purchasing Depifftment 
based on his review of the bidding process. Mr. Steinhauer stated that he listed twelve (12) 
internal control deficiencies after performing a formal audit of the Purchasing Department. He 
also advised that he communicated these issues to Investigator Scileppi of the State Police, along 
with other concerns regarding Woodruff Specialties and Helga Designs. 

In OUT analysis we found no interview notes or work papers with regard to an internal audit. Mr. 
Steinhauer said the notes would have been in the Internal Audit filing cabinet; however, we 
found no work papers beyond a three-ring binder, labeled, “Marketing Analysis.” We 
interviewed Mr. Nigro and Ms. Vemola of the Purchasing Department and Anthony Bruno and 
Heidi Guarino from Internal Audit. Mr. Nigro and Ms. Vemola said they were never advised 
that the Purchasing Department was being audited; although, after Mr, Steinhauer left, he sent 
information to Mr. Delaney to be used in an audit of the department to be conducted by Mr. 
Delaney and Ms. Guarino. We also reviewed Mr, Nigro and Mr. Steinhauer’s emails to each 
other. Based on our interviews of and our review of Mr, Nigro and Mr. Steinhauer’s emails, it 
appears that no formal audit of the Purchasing Department was performed by Mr. Stemhauer. 
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At one point, Mr. Kaniewski raised questions to Mr. Steinhauer apropos the Purchasing 
Department and the Accoimts Payable Department. It is our understanding that Mr. Steinhauer 
followed-up on these questions of Mr. Kaniewski concerning specific internal control violations. 
These questions were presented in an email from Mr. Kaniewski to Mr. Steinhauer, 


Questions raised by Scott Kaniewski for follow-un Michael Steinhauer: 

1 . How do W8 know that Homs wora paid from pre-blKng invoices ware atdualty 
received? 

2. Why do we pay from copies of “pre-MSng Invoices" and not an invoice? How do 
wo know the product was received? 

3. On 4/MJ4 we paid for mugs with no backup from Woodruff, simply a "MwkeBng 
Request" 

4. The shipping charges ssan quite Inconsistent; we paid $1,122.58 to ship 500 
compressed tee shirts ora 6/18/04, and only 161.90 to ship 500 (uitcotnpressed) 
tee shirts on 6/29/04. This Is only wie example of the inconsistencies with 
sharping, please retlew. 

5. Wt^dowe pay taxes someOmes, but not other limes? Please review the taix 
amounts, 

6. Why did w« pay the deposit twice (or 5,000 sun visors, invoice date of 5/12/04? 
($1,375) 

7. Please review the total payments for pens, It is unclear as to how many we 
received & paid for. -total of $1 1 ,873,00 for pens 

8. Why do we make payment based simpiy on a marteting requ est, without backup 
of delivery & invoices? 

9. Why did we pay the K down deposit for key tags twice, for tfivoice dated 
S/12/04? ($1,975.00) 

10. Why did we pay the 14 down deposit tor business card case twice, for invoice 
dated 5/12104? (3,372.50) 

11. Have vie really used/needed 1,1 25,000 cups for F&B? Same quote copy was 
used on two separate check requests in the amount of $9,812.50, one says to 
deliver check to Ted Nigro. 

1 2. No paid invoices in the file for gift shop sweat shirts and tee shirts, only 
glassware. 


23 



154 


Michael Steinhauer’s responses to Scott Kaniewski are as follows: 

1 . No conflnTiaticOT or shipping mceipis were aliadied to fte invoices . We 
need to do a physical inventory coutrlto toe sure everything errived, 

2. Many payments were made to ’’prs-biing invoioes* and not inw^ces, We 
doni know if die products were received. No pspererork from ReceMng 
was attached to invoices. 

3. Signed purdiase order in addition to a Marketing Request to mugs are 
attached, 

4. There are many examines of inconsistent shipping, but question 4 Is in 
error. Thato is a differetrc® in shipping due to the amount of f-shirts 
ordered in this erampSe, There were 60D0 shirts shipped for the 
$1,122.58 charge. Item 4 states there were 500 shirts. An exatnpleofa 
shilling problem is shown in rsf 24.30. Both for an order of 10,000 
pens, but shipping charge billed to ref 24 is $76.25 and ref 30 Is $225, 

5- AH pre-opening orders or "NfflwProjecf orders are tax exempt. Orders 
after opening day qualify for Empire Zone tax exemption for NY State 
sates tax, but are subject to 3.5% Sullivan County sales fax. Most 
invoices are wrortg in regards to tax rates and paid anyway. Very few 
were conrected. See attached spreadsheet for tax corrections. 

6. Double dosrim payments are on ref. 1 A S 20. Ref. 28 is an invoice 
including a wrong tax corrected to another wrong tax and paid. This 
Invoice was overpaid on tax and also paid a 50% deposit for the second 
time. 

7. Since opening day' 20,000 pens were purchased for a total of $8,980.10. 
There Is no confirmation teat they arrived. This is an excessive amount 
of pens, 

8. This is a not in compliance with interna! controls. 

9. There are many 'douMe down payments.’ Such examples are with key 
lags, sun visors, arx! business card holders. Each down payment has 
been paid twice for these ilems. in addition, the remaining balances 
were paid as if there was no probtem. The over paymeitt of these three 
items totals $6722,50, y 

10. Same as 9. " 

11. A signed par order called for one million cups, but only 2 o rders were 
placed for 250,000 units each (500,000 total units). No formal bivoioe 
was used, instead, the first and second order of cups used a hand 
written quota; ono of vdilch directs the check to bo given to Ted Nigro, 
This is a not in compliance with Internal controls. 

12. As per Ted Nigro, the t-shirts and sweat sWrts were given to Migtrly M 
Gaming free of charge. However, no record of this exisfs. Anofoer 
prebiero is that gift shop items are being taxed when they are supposed 
to be tax *ea because Ihey are resale items. 


Based upon the foregoing, we believe that no formal internal audit conducted with interviews, 
work papers or a report detailing internal control deficiencies was performed or issued. 

As previously stated, we reviewed all of Mr. Nigro’s emails for the period June 2004 to February 
2005, as well as the Purchasing Department’s September bid sheets. We performed these 
analyses over the course of one (1) week and found no evidence of improprieties, including 
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kickback schemes or any improper relationships with Maines. To complete this analysis, we 
conducted interviews, reviewed documentation and examined and evaluated bid sheet prices to 
bids awarded. In addition, in approximately two (2) days we assessed further allegations of 
preference to Woodruff Specialties and Helga Designs in the same fashion and found no 
evidence to support Mr. Steinhauer’s assertions. 

Further, with regard to Mr. Steinhauer’s accusations concerning photocopied signatures, we 
found that Mr. Marasco requested that the Purchasing Department obtain signatures for 
previously purchased and paid for items. Mr. Nigro and Ms. Vemola admitted to photocopying 
signatures to document these previously paid for and received items. 

Therefore, we found that Mr. Steinhauer performed an incomplete analysis of the Purchasing 
Department. Mr. Steinhauer said he spent four (4) to five (5) weeks investigating the Purchasing 
Department. In seven (7) days we concluded an investigation of the bidding process and 
payments due to Woodruff and reached the conclusion that there were no improprieties. 
Furthermore, the allegations, which pertain to payments, pertained to the Accounts Payable 
Department, not to the Purchasing Department. Lastly, as to the issue of credits, while Mr. 
Nigro could negotiate credits for overcharges, the credits were subject to the approval of the 
Controller, Mr, Marasco. 
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IV. CONCLUSION 
In our investigation we found; 

• Mr. Nigro personally paid for the items he removed from the business premises. Mr. 
DiGennaro did not respond in a timely manner to the request for the surveillance tape of 
Mr. Nigro and Ms. Vemola leaving the building. This led senior management to wrongly 
conclude that he intentionally refused to turn over the tape. 

• We found ho evidence of improper relationships or preferential treatment given to 
vendors by Mr. Nigro,' and no proof or indication of any kickback scheme between Mr. 
Nigro and any vendor. We found that Mr. Nigro did use photocopied signatures to 
document prior purchases, but we found no evidence to suggest that photocopied 
signatures were used to make current purchases or that they were used to make purchases 
from which Mr. Nigro benefited personally or for which Mighty M overpaid. 

• We found that there were explanations for the failure to report items to the State Police in 
a timely manner. 

• Mr. DiGennaro advised us that he borrowed the warehouse key from Mr. Nigro. 
Investigator Scileppi was going to look into this matter further. 

• We found that Mr. Nigro had documentation which explained the inconsistencies on his 
Mighty M Employment Apphcation and his New York State Gaming License 
Application. 

• We fovind that Mr. Steinhauer did not conduct a formal audit of the Purchasing 
Department and that he made unfounded allegations concerning kickbacks and improper 
relationships between vendors, Tom Aro, Regina Hensley and Ted Nigro. 

By their nature, kickbacks and illegal acti'vity axe hidden; therefore, we cannot be 100% certain 
that criminal activity did not occur. In fact, no one can. Therefore, based on our investigation as 
detailed in Appendix A, and our findings explained in the body of out report, we found no 
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evidence of intentional wrong doing on the part of Mighty M employees. However, as explained 
throughout our report, there were clearly problems with communications between the Accounts 
Payable and Purchasing Departments and between the Surveillance Department and the State , 
Police. Additionally, certain actions showed a lack of respect for internal control procedures. 
These include the Surveillance Department’s consistent failure to report incidents in a timely 
manner and the use of photocopied signatures by the Purchasing Department. Moreover, many 
of the issues we investigated and most of the issues raised by Scott Kaniewski pertained to the 
Accounts Payable Department, not the Purchasing Department. As such, the lack of strong 
internal controls extended beyond the Surveillance Department and the Purchasing Department. 
Management is aware of these issues and is taking corrective action. Mighty M management 
commenced their revamping of internal controls and procedures in early December 2004. This 
effort was spearheaded by William Delaney and Mark Marasco. The Board of Directors adopted 
new internal control procedures in early February 2005, which they subsequently reviewed and 
made additional charges. • They have also hired an outside consultant to review their internal 
controls. In addition, we found that the internal auditor, Michael Steinhauer, failed to conduct an 
independent review of the allegations. Instead, he made unsubstantiated allegations which 
compounded the tensions between Accounts Payable, Purchasing and Surveillance Departments 
of Mighty M, and the State Police. 

Therefore, during our investigation, no evidence of specific criminal or improper activity pattern 
or indication of such activity came to our attention. Moreover, all questions which arose were 
answered to our satisfaction and we found the actions of Mighty M personnel to be within a 
range of normal business activity. 
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The above represents my true and accurate findings and conclusions to a reasonable certainty 
based on my investigation and expertise as described herein. 


I hereby certify that the foregoing statements made by me are true. I am aware that if any of the 
foregoing statements made by me are willfully false, I am subject to punishment. . 


WILLIAM J. MORRISON, C.P.A7A.B.V. 


Date: 


I:\Cnents\Enipirc Resorts\Empirc, Fin8l.Repori_3.29.05-l.doc 
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Appendix A 

Empire Resorts. Inc. - List of Information Reviewed by Morrison & Company. P.A.: 

• Woodruff Specialties - Invoices / Purchase Orders / Requisition Forms; 

• Helga’s Designs, Inc.- Initial Purchase Order dated April 15, 2004 and Revised 
Price List - dated February 10, 2005; 

• Maines Bids and Invoices - September 2004 - Submitted by vendor to Ted Nigro; 

• Sysco Bids and Invoices - September 2004 - Submitted by vendor to Ted Nigro; 

• Ace Endico Bids and Invoices - September 2004 - Submitted by vendor to Ted 
Nigro; 

• Consolidated Bids Spreadsheet - September 2004 - Prepared by Ted Nigro; 

• Internal audit analysis of food purchases (Maines, Sysco, and Ace Endico)- 
prepared by Anthony Bruno; 

• Steinhauer “Audit” work product - “Marketing Analysis”; 

o Woodruff Specialties - Purchase orders and Requisition Forms; 

O' Steingart & Associates. 

• E-mails in Theodore Nigro’s mailbox (on Mighty M’s network) specific to 
purchasing and bids - June 2004 through February 2005; 

• Signature cards (supplied by State Police) used on Requisition Forms; 

• Michael Steinhauer’s responses to issues raised by Scott Kaniewski, CFO; 

• E-mails in Michael Steinhauer’s mailbox (on Mighty M’s network) - specific to e- 
mails communicating with Empire Resorts audit committee. Searched for audit 
programs, work product or any correspondence regarding audit field work 
performed. 


Appendix A-1 
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Empire Resorts. Inc. - Interviews Conducted bv Morrison & Company., P.A. 


Empire Resorts. Inc. 

Robert Berman (CEO and Board Member) 

Paul deBary (Empire Resorts - Board Member and Chairman of Audit Committee) 
New York State Police 


Thomas Scileppi (Senior Investigator - Monticello Raceway) 

Linda Paul (Investigator - Monticello Raceway) 

Lt. Daniel Hart (Video Gaming Unit - Officer-in-Charge) 

Monticello Raceway Management Inc, 

Thomas Aro (COO) 

William Delaney (Vice President of Corporate Developments) 

Accounts Payable Department and Internal Audit 

Mark Marasco (Vice-President of Finance) 

Heidi Guarino (Internal Audit) 

Anthony Bruno (Accounting / Internal Audit) 

Roxanne Rafferty (Accounts Payable) 

Izora Jones (Account Payable Supervisor) 

Michael Steinhauer (former Internal Auditor) 

Purchasing Department 

Theodore Nigro (Director of Purchasing, Security and Special Projects) 
Melissa Vemola (Assistant to Theodore Nigro) 

Jim Piontek (Warehouse Supervisor) 

Surveillance Department 

William DiGennaro (Director of Surveillance) 

Other Miscellaneous Departments 

Steve Setzer (Director of Food and Beverage) 

Mary Buckles (Gift Shop Supervisor) 

Regina Hensley (Director of Marketing) 


Appendix A-2 
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HSBC Bank USA, NA - Image Archive 


THEODORE WNIGRO 
1500 Route 52e 
Obetty.NY 12754 
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HSBC <I> 


THEODORE W NIQRO ' 


TRANSACTION DETAIL 


FREE CHECKING 

Statcmeat of Accouat 
Account Number 086-222 16-7 

Janoary 7 , 2005 - Fcbroary 4 , 2005 
Page 2 0 ^ 2 


DATE 

POSTED 

01/28/05 

01/31/05 

01/33/05 

02/01/05 

02/01/05 

02/01/65 

02/01/05 

02/01/05 

62/01/05 

02/02/05 

02/04/05 


DESCRIPTION OF TRANSACTIONS 


PURCBASEON 0I/27AT 131 ROUTE 52 
LIBERTY NY 

PURCHASE ON 01/30 AT 131 ROUTE 52 
LIBERTY NY 

PURCHASE ON 01/30 AT I N OALERIA DR SUITE < 
MIDDLETOWN NY 

CHECK #0163 

PURCHASE ON 0J/3I AT 131 ROUTE 52 
LIBERTY NY 

PURCHASE MADE ON 0100/05 AT PARTY CITY #504 
MIDDLETOWN NV / 

PURCHASE MADE ON 0101/05 AT PAUL S PASTRY SHOP 
PlCAVlfNB MS 

PURCHASE MADE ON 01/3005 AT DSW SHOE WAREH0020119S 
MIDDLETOWN NV 

PURCHASE MADE ON 01/30/05 AT ULTRA POWER 
LIBERTY NY 

PURCHASE ON 0201 AT 2547 WAL-SAMS 
MONTICHLLO NY 

PURCHASE MADE ON 0202/05 AT CES 
MONTICELLO NY 


CHECKS 

DEPOSira 


AND OTHER 

AND OTHER 


SUBTRACTIONS 

ADDITIONS 

BALANCE 

42.51 


3,971.77 

62.18 



29.99 


3,879.60 

625.00 

101J7 



52.06 



35.95 



15.12 



12.00 


3,038.30 

88.62 


2,949.48 

46.29 


2,903.19 


ITEMS PAID ON THIS STATEMENT; 


NUMBERED CHECKS: 

00156 .625.00 00158 74.S0 * #0159 71.00 #0161 71.00* 

#0162 207.25 #0163 625.00 

* GAP IN PAID CHECK SEQUENCE 


OTHER ITEMS; 


303.60 
200.00 
28.00 
7S.72 
203.75 
42. SI 
S2.06 
88.62 


290.00 

200.00 
303.75 
303.75 
i23.se 

62.18. 

SS.95 

46.29 


200.00 

200.00 

132.52 

202.00 

50.00 

29.99 

15.12 


20.00 

101.75 

35.00 

110.00 

. 110.22 

101.37 

‘12.00 


HSBC Bank USA, N. A. 
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Page 1 of I 


From; paulspastry.co.m Isale^pauI^HStry.com] Sent; Mon 1/31^005 10:09 AM 

To; Ted Nigro 

CC! 

Subject! order yhst'534921774138i8-HS2 from paulspasby-com 

AttadimentS! 

This email Is to confirm the receipt of your recent order from PauFs Pastry Shop. 


You can always find out the current status of your order by going to 



Date Mon 3an 31 Q9;CI9;03’CST 2005 

Ship to Theodore Nigro 

209 State Route 17B 
Mondesno NY 12701 
US United States 
ShS-TSd-dlOO X 652 
Home Phone SdS-PSe-SdlS 

Requested Delivery Date 02/02/05 
Work Phone 865-794-1100x652 

Bill to Theodore Nigro 

1500 State Route 52 East Suite 1-265 
Uberty NY 12756 
US United States 
865-796-661S 

E-Mail Tnlgro@empireresorts.com (emailed) 

Via UPS Next Day Air Saver 

Payment MasterCerd 


Name Code Qty Eech Options 


Medium King Cake aNNAMON_CREAM_CHEES 1 35.95 Filling = annamon Over Cream 
Cheese 

Seasonal = (none) 

Subtotal 35.95 
Shipping 0.00 
Tex 0.00 
Total 35.95 


http:/fmai!.empireresorts.com/exchangaftnigro/Inbox/order%20yhst-534921774I3818-!452%20from,.. 3 / 10/2005 
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03/10/2005 111 16;22 FAX 3158010073 
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7M1 DORS EV ft MITXE V 18 A 


Rao&io, Woosteh, 6e Jjkiibix, Iitd. 


H» Ko orr» oai 
-vnxxxAM j. tixscao 
0«»TO>» 8. WO08TSR 
KICHA JL F. MW PgIJA 
Hieg*,BXt V, COKkOKU. 
Mm.I« A. KAdOIO 


Mr. Theodore W. Nigro 

6137B W. OoXey 

X,«is Veg&9/ iTV 63X02 

Re: The State of Nevada vs. Theodore 
w. Miqrro» PefendaBt ‘ 

Dear Tedt 

Gnclo&ad are two cartlflad copies of tho Order , Soaling 
Record After Conviction in the above matter. 

The Order is self'*explanatory and you will note that copies 
have haen ordexaid sent to the agencies indioatedf which 
agencies also must seal any records, in their custody and 
advise the court of compliance. 

Under, the provisions of NRS 179. 235 f. except as 'provided 
in wy 179. 3&1 , all proceedings recounted in the record 
are de«ned newr to have occurred, and you nmy properly 
answer accordingly to any inquiry concerning the arrest r 
conviotlon or acquittal and the events and proceedings 
relating thereto, 

MRS 179,301 provides that the State Gaming Control Board 
and the Nevada Gaming Commission may Inquire into and. 
inspect any records which, have thus been sealed If the 
event or conviction was related to gaming for purposes of 
datormining suitability^of any person to hold a state gaining 
license or work paztoit* 

In your particular case, I do not fool you fall within this 


Octobar 29 r 19B5 


Pfmarr SWIIBWO 

Ow« East Fi«st St juu ct 
S um* jeovP.a Box SI37 
RBMO. KeWUCU. 8MOB 
Tsutmoioc (nxn sbc^bss 
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Mr. Shoodare W. Sigro 
October 29, 1985 
Page Tvro 


exception since the Incident in no way is related to 
gamlnjj. 



HJRslh 
enc * 
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..-.A aaj iZiil &O RS£Y & HHig^V 18 A , ti-uu 

„,:„.KaqSiao(o 

UEFARIMSKT KO. iSt— 

C_- 


I» THE EIGHTH JUDICIAL DISTRICT COURT OE THE STATE OE NEVADA 
IH AND FOR- THE COUNTY OF CLARK 


IN THE KATTER OF THE APPLICATION ) 
OF THEODOK2 BRIGHT NIGEO I 
FOR AH ORDER SEALING RECORDS ) 


SEAL RECORDS 


COMES NOW the petltipneT. THEODORE treiBHT rotGRO - 

.<132927 petitions 

Chie Court for sn Order seellTiH any and all renords pertaining 
to the arrBst(e) of aald petitioner aa follows i 

7/9/BO Baibezzlement - 9/11/60 amendea to Acting 
without authority - fined 9350. 


It is your petitioner 'a belief that either no qonwietlon has 
resulted from the above arrestls), thst a period o-f thirty (30) 
days hae elapsed since the date the charge was dismissed or the 
date of the acquittal, or that the atatutory tine baa elapsed 
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ua/oa/l)S 15:48 fAA 23.2 853 TZOl 


BORSEY t mi TNEY » A 


®oo7 


1 

2 

S 

4 

B 

B 

7 

8 
B 

W 

IX 

12 

XS 

X4 

16 

le 

17 

18 

19 

20 
sx 
22 

23 

24 

25 

26 

27 

28 


from the data of auch conviOtion, 



__ South Fourth Street, #00 
' Lea. Vegas, Nevada 89101 
Attorney for Petitioner 


POINTS ASP AOTHORITIES 
N.r's. 179.255, et seq. 

Respectfully suhnltted : 



STATE OF NEVADA ) 

) 88. 

COtJNTY OF CLARK ) 


THEODORE WRIBHT NIGBO 


being first duly' 


sworn, upon h is oath deposes and says!’ 

; That __he la the petitioner in the above^entitled actlonj 
that _ha has read the foregoing Petition to Seal Records and 
knows the contents thereof! that the same is .true of his own 
knowledge, except as to those matters stated on information and 
belief, and as to those h e belieyes It to be tMu- . , 

, I r 

Subscribed ana sworn to before 

we ^is 11th day p^Eepte^er, 19B5. <5Eti^vT«Vn:>'-.«.tovv<A.t'i 


Od 


... 


NctaJvPu&K^SJshnfK-cA-^h 
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u-JJOS/Oi .15; as FAX 211 853 7201 PORSEY t m iTXEX IB A 


1 

S 

3 

« 

B 

e 

7 

8 
g 

10 

11 

12 

15 
14 

16 
16 
IT j 
18 
19 
SO 


RECEIPT Of a copy ot the foregoing petition to sbrl 


RECORDS in the above-antltlea matter is hereby acknowledged this 
/y iSay of 198^4 


ROBERT J. HILXiER 
Dis-trlc^ Attorney 



"1 

sa 

S3 

24 

25 


ad 

Z7 

28 
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r.-iA B ORSEV i ViH ITXEY ILA 


0OOS 


1 

s 

3 

4 

5 

6 
7 
B 


nuo 

•S 5 P 2 -^^ 

-TOWNSHIP 


IN THE JUSTICE ‘ 

IN MID FOR THE COUNTT OP HRSHOB, STATE OP NEVADA 


9 THE STATE OF NEVADA, 

10 Plaintiff, 

11 VS. 


No. 55,754 

ORDER SEADINS RECORD 
AFTER CONVICTION 


13 

13 

14 
16 
16 
17 

le 

19 

30 

31 
22 

33 

34 

35 

36 
27 
36 


THEODORE W. NIORO, and 
THAO JOHN RUPPNER, 

> ' , 
Defanflants., 

^ t 

Tha Petition of THEODORE W. NIORO, having been filed 
herein seeXing relief under the provisions of NHS 179.245, for 
sealing of a record of conviction of a misdemeanor, and the Court 
having duly considered same, . 

IT IS HEREBY ORDERED that all records of the said , 
conviction vhich are in the custody of the Court or of any public 
or private agenoy, company or offioial in the State of Nevada, be 
and they hereby are, sealed, and that any criminal identification 
records of the Petitioner be returned to the possession of this 
Court . 

IT IS FDRTBER ORDERED that a certified copy of this Order 
shall be sent to the following, Washoe County Sheriff, Washoe 
County, Nevada, Washoe County District Attorney, Maehoa County, 
Nevada; SparXs Police Department, Sparks, Nevada; Reno Police 
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gj/OS/Os 13:43 I'lU 212 853 7201 


B OgSEY t BHi -lT iKY 18 A 


Department, Reno, Nevodai Saoramento, Califomiai Podaral 

Bureau of Investigation, Reno, BsvaiJaj Sparks Hunlcipal Court, 
Sparks, Navadai Reno, Municipal Court, Reno, HevaSai and Clark 
County Metropolitan Police Department, tas Vegas, Nevada. 

IT IS roETHER ORDERED that those agehciea and/or offices- 
located within the state of Nevada, upon receipt of this Order, 
advise the Court of their compliance and shall then eeal this 
Order. 

DATED this 29th day of October, 1985. 


■JODGB OP THE JUSTICE COURT 




Cotrt’ 
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APPLICATION FOR EMPLOYMENT 


Bccocfi tP i^rams/ seizes and employm^l \a avaflsbis to *6 person. ITtoM appicani* requf^ neasonabri^ 

accQinmotfatfon to the aftplicalton and/of inteMw pfoc<M3 ahooM ftoOhf a repfesanUittva of ttw Human Resources 


Pe9li!on AppK«d for 




^teof^pjfcatian - 

-^oalxsfl^ a/>6/Zo Socl»l&iouiHy» ■6'gg» </V^ lS~Z^ 

'OrtcTTg X7B ?.oBoy golPt 


City 




$ta(« 


Telephono V/bo X V^g MabBe/aaoperiOtfwf ^ 


A/y 


zip Code JSjTOl 


Ema3 


Kav« you Peon emptoyed here baforeT ye*, ^ve dales and poeitlone 


3 K5:' I NO 


Artt you te^H^ for employment in iWe country? ' | YBS | MO 

Date avalhiWe for worl( Dettred Ssdwy Range? 

Type of employment desfredj Ful Tim* j ~~jp^ j part Tenc | ** j Tefiyorvy | 


IJSeesonel | 


Are you able to meet the altendanea requlremenfaii of the position? 


C 

Have you ever pled guaty or no contest to. or have been convicted of a cdrtwTj^ 


] t 


;] YES p;yi~ I NO 


If yes, pletsa provide detefs) end deUKs 

Have you ever been Bcenaed by die any racing or gaming eommWoft? f “] ygS j "j no 












VT/rr^ /i2t s^ ^/?s-r 


S3i? 

//. y, 43 75 "*/ 
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THEODOR W. NIGKO 
224 Corinth Drive 
Bay St. Louis# Mississippi 39520 
(228) 469"9253 

CAREER OSJSCYIVE ! 

To obtain a position in management leading to top-levei administration. 

OTR Driver 

May 2002- February 2004 


EX?£R:St4CE ; 

Interstate distributor Co, 
Tacoma, Washington 
Covenant Transport 
Chattanooga, Tennessee 


positions held from June 1993 to January 2002 were the same company. 

Ella Star Casino VP/Director of Operations 

Miami, Florida (Alpha Hospitality) March, 2000 - January 2002 

Tollman Hundley Hotels, Technical Services Project Manager 
Orlando, Florida (Affiliate Alpha Kosp.) February 1998 - March 2000 

Jubilee Inn £ Suites (Alpha Hospitality) General Mgr. /Project Mgr, 

Greenville, Mississippi July, 1997 - February# 1998 

Bryanston Marine (Affiliate Alpha Kosp.) Vice President 

Lakeshore, Mississippi July, 1996 - July 1997 

Bayou.Caddy’s Jubilee & Jubilation. Casinos Director Of Oper«^tions 
Lakeshore# Mississippi (Alpha Hospitality} ‘ November 1994 - July 199$ 

Bayou Caddy’s Jubilee Casino Director of Support Areas 

Lakeshore, Mississippi (Alpha Hospitality) May 1994 - November 1994 

Bayou Caddy's Jubilee Casino (Alpha Kosp.) Director of Purchasing 

Lakeshore, Mississippi June 1993 - May 1994 

Nigro and Associates Project Manager /Superin- 

Laa Vegas, Nevada tendent/Customer Service 

June 1990 - March 1993 

MYS Paint 4 Orywall Painter 

Las Vegas, Nevada June 1989 - March 1990 


Opera House Casino . 

North Las Vegaa, Nevada' 

Opera House Casino 
>Jorth Las Vegas, Nevada 

Silver Nugget Casino 
North Las Vegas, Nevada 

J 4 T Video s Slot Inc. 
Reno, Nevada 

J s T Video S Slot Inc. 

Reno, Nevada 

Silverbird Hotel and Casino 
Las Vegas, Nevada 


•. ^General Manager- *. 

January '1987 - April 1989 

Slot Manager 

November 1985 - December 198G 

Fioorman, Pit Boss, shift Mgr. 
July 1982 - July 1985 

General Manager 
July 1981 - July 1982 

Service Manager 
December 1980 - July 1981 

21 4 Roulette Dealer 
July 1980 - December 1980 
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Aladdin Hotel 
Las Vegas, Nevada 


Director Hotel Operations 
January 1980 - July 1980 


Sahara Hotel 
las Vegas, Nevada 


Director Hotel Operations 
Executive Asst. Manager 
May 19?8 - January 1980 


Frcxn 1570 to 1978/ various positions were held at the Sahara Las Vegas and the 
Thunderbird Hotel in conjunction with Del Webb*s Management Trainee Prbgrams. ’ These 
areas included front desk, housekeeping, purchasing, kitchen and maintenance operations. 


Ella Star Casino 
VP/Director, of Operations 


Tollman Hundley Hotels 
Technical Services 
Project Manager 


Jubilee Inn fr Suites 


Transferred from Tollman Hundley Hotels to head casino 
operations in Miami, Florida. Bid and purchased all 
furniture, fixtures and equipment for this 4.1 million 
dollar project. Supervised boat build-out, installation of 
all furniture, fixtures and equipment, slots, table games 
and G8I computer systems. Pre-opening budgets, hiring, 
training and all phases of operations were under my 
supervision. 


Transferred from_ Jubilee Inn and Suites.- =Our office handled 
all budgeting and capital improvements on- twenty ' hotels in 
seven different states. Technical Services -handled ail 
furnishing, project bidding and work crews. 


General Manager/ 

Project Mgr. Responsible for construction of Jubilee Inn & Suites fr^ 

breaking ground to final certificate of occupancy, 
negotiations with contractors, bidding, and executions of 
hotel build out on this 4.2 million dollar project. 
In conjunction with these duties, prepared Hotel for 
opening including hiring and training of all staff, 
ordering necessary equipment and supplies for opening. 

Brvanscon Marine 

Vice President, Negotiated for offshore gaming in .various locations within 

and outside the United States. ' ’ . 

Bayou Caddy’s Jubilee Casino 


Director, Operations Promoted from Director of Support Areas, Food & 

Beverage was added to my areas of. control. By reviewing 
monue and working with the Executive Chef we reduced food 
cost of sales by 51. Monitored all food and supply orders 
in all departments in order to maintain efficiency and 
reduced cost. 

Bayou Caddy* s Jubilee Casino 
Director of Support Areas 

Promoted from Director of Purchasing. Additional duties 
included housekeeping, maintenance and PBX. By 


2 
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consoiidating Haint«nance and Housekeeping we were able to 
utilize one Director/ and one shift manager for both 
departments resulting in a payroll savings of $187,000 
annually* 


Bayou Caddy’s Jubilee Casino 

Director of ■ Purchasing • ‘ ' Gathered information for initial budget projections for 
Bayou Caddy’s Jubilee casino (40 raillioh dollar project)/ 
and purchased all necessary items for the Casino opening. 
Set up controls and procedures for the purchasing 
department utilizing a requisition, purchase order system. 
Responsible for purchasing all equipment and daily supplies 
including gaming tables, ancillary equipment, food, 

beverage, office supplies, printing, chemicals, china, 
glassware and gift shop items. Warehouse pars were 
established and inventory taken four times weekly, for 
control and reordering* 

Hierro & Associates 

Project Manager/ Field supervision, production and budget projections in all 

Superintendent phases of residential construction were my responsibilities 

at Higro 6 Associates. Project included Parkside South, a 
Subdivision of 78 homes, Legacy Highland, 82 Semi Custom 
Homes and R£R Plaza, 50,000 square foot office complex. 

Opera House -Casino , 

General Manager Promoted from Slot' Manager to direct control of 

Operations which included Slots, Food and Beverage, 
and Table Games. Reorganization of Slots and 
table games resulted in a 200% increase in net Income. 
Instructed all appropriate staff so they would be 
current with I^g. 6 Regulations, supervision of 
over 130 Associates. 


Opera House Casino 

Slot Manager Responsible for operation and maintenance of slots. Enacted 

preventative maintenance program and weekly review of slot 
cong^uter reports to assure proper percentage. Brought all 
procedures current with Reg. 6 Regulations. 

Silver Huqqet Casino ' . . . 


Oversee all areas of Casino operations, including 
daily and weekly scheduling. Supervision . of over SO 
associates, opening closing counts, estimates for profit or 
loss of shift, and authoritation of.Keno and Slot Jackpots, 


J « T Incorporated opened in Reno during July 
1881. Promotion from Service Manager. 

Responsibilities included structuring all operations for 
sales, promotions, collections and service.' Staffing these 
areas, and ordering inventory necessary for operations. 

Reorganization of Service Department resulted in 


Shift Manager, Pit Boss 
Floorman 

J £ T Incorporated 
General Manager 

J & T Incorporated 


3 
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Service Manager 

Silverbird Hotel 

Aladdin. Hocel 

Director, Hotel Operations 


Sahara Hotel - Reno 
Director, Hotel Operations 


Sahara Hotel •- Reno 
E)«ecutive Assistant. Mgr, 


MAKAGEMSNT TRAINEE PROGRAM : 

Sahara Hotel Las Vegas 
1972-1978 


thnnderbird Hotel 
1971 - 1972 


Sahara Hotel Las Vegas 
l970-'197i 


an increase of efficiency by 50%. Installation of 
Video equipnent and scheduling of personnel were 
included in ray responsibilities. 


21 and Roulette Dealer 


Restructure of entire hotel operation was 
necessary due to an extreme lack of procedurar 
controls. Responsibilities included front desk, 
public areas, housekeeping, recreational 
facilities and PBX. Front Desk was equipped with 
EBC^ computer system. Supervision of SOO Associates. 


Promotion from Executive Assistant Manager, 

During the first month of control, reduced payroll 
by $38,000 reflecting an increase in profit margin 
from 00,8% to 70%. Areas of responsibility 
included front desk, public areas, housekeeping, 
and PBX. Assigned to coordinate entire 
installation of IBM System III Front Desk point of 
sales computer. Supervision of over 300 
Associates. 


Sahara Reno opened July I, 197'8.. Responsibilities 
included structuring all; operational procedures 
for front desk and room reservations, training 
of personnel to man these areas and ordering of 
all equipment necessary for hotel operations, 
Promotion from room clerk. Supervision of 100 
employees. 


Courtesy and expedient processing of customer 
services set the mood for an entire stay. 

Major responsibilities included daily front desk 
, ope rat ion r . * ; ' • 


Receiving and warehouse controls were part of 
my responsibilities in purchasing, field and 
quality controls were studied to insure proper 
amounts of delivered goods. Assumed control of 
department during purchasing agent’s vacation. 


Administrative and inventory controls were stressed 
during ray training in tha housekeeping area . 


4 
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THEOPORS W, NIGRO 
224 Corinth Prive 
Bay Bt. Louia, Missieaippi 39520 
(228) 469-9253 

CftREER OBJECTIVS t 

To obtain a position in raanageraent Xeading to tc^-Xevei administration. 
EXPBRiEKCE j Positions JioXd from Jwne X993 to Janua^ 2002 were the same company.- 


Ella Star casino 

Miami, Florida (JU.pha Hospitality) 


VP/Director of operations 
March, 2000 - January 2002 


Tollman Hundley Hotels, Technical services Project Manager 
Orlando, Florida (Affiliate Alpha Hosp.) February 1998 - l&rch 2000 


Jubilee Zxm & Suites (Alpha Hospitality) 
Greenville, Mississippi 


General Mgr*/Projeet Mgr. 
July, 1997 - February, 1998 


Bryanston Marine (Affiliate Alpha Hosp.) 
Lakeshbre, Mississippi 


Vice President 
July, 1996 - July 1997 


Bayou Caddy's Jubilee & Jubilation Casinos Director Of Operations 
BaJceshore, Mississippi (Alpha Hospitality) November 1994 - July 1996 


Bayou Caddy’s Jubilee Casino 

liSk^shore, Mississippi (Alpha Hospitality) 


Director of Support Areas 
May 1994 - November 1994 


Bayou Caddy’s Jubilee Casino. (Alpha 
bakeshoze, Mississippi 

Nigro end Associates 
Las Vegas, Nevada 


Roep.) Director of . Purchasing ■ 
June 1993 - May 1994 

Project Manager/Svtperin- 
tendent/Customer Service 
June 1990 - March 1993 


HVS Paint & Drywall 
Las Vegas, Nevada 


Painter 

June 1989 - March 1990 


Opera House Casino 
North Las Vegas, Nevada 

opera House Casino 
North Las Vegas, Nevada 

Silver Nugget .Casino 
.North Las Vegas, Nevada .. 

J 6 T Video & slot Inc. 
Reno, Itevada 


General Manager 
January 1987 - )^ril 19&9 

’ slot Manager 

November 1985 - Decenber 1986 

FXootman, Pit Boss; Shift Mgz*. 
July 1982 - July 1985 , 

General Manager 
July 1981 - July 1982 


J & T Video a Slot Inc. 
Reno, Nevada 


Service Manager 
December 1980. - July 1981 


Silverbird Hotel and Casino 
Lae Vegas, Nevada 


21 & Roulette Dealer 
July 1980 - Oecenber 1980 


Aladdin Hotel 
Las Vegas, Nevada 


Director Hotel Operations 
January 1980 - July 1980 


Sahara Hotel 
Las Vegas, Nevada 


Director Hotel Operations 
Executive Asst. Manager 
May 1978 - January 1980 
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From 1970 to 1978r various positions vi^re held at the Sahara Las Vegas and the 
Thunderbird Hotel in conjunction with Del Webb's Management Trainee Programs. These 
areas included front desk, housekeeping, purchasing, kitchen, and maintenance operations. 


Slla Star Casino , 

VP/Director of Operations Transferred • from Tollman Jftindley Hotels to head casino 
operations in Miami, "Florida. Bid and purchased' all 
furniture, flxtiures and equipment for this 4.1 million 
dollaur project. Supervised boat build-out, installation ofi 
all furniture, fixtures and equipment, slots, table games 
and OSl coB^uter systems. Pre-opening budgets, hiring, 
training and all phases of operations were under my 
supervision. 

Tollman Hur^lev Hotels 

Technical Services 


Project Manager Transferred from iSubilee Inn and Suites. Char office handled 

all budgeting and capital lo^rov^ents oh t»«nty hotels in 
seven different states. Technical Services handled all 
furnishing, project bidding and work crews. 

Jubilee Inn a Suites 

General Manager/ ■ 

Project Mgr. Besponelble for constWctlon of Jubilee Ihn & Suites from 

breaking ground to final certificate’ of bcctq>ancy, 

negotiations with contractors, bidding, and executions of 
hotel build ovit on this 4.2 million dollar project. 
In conjunction with these duties, prepared Hotel for 
evening includlT^ hiring and training of all staff, 
ordering necessary equipment and supplies for opening. 

Bryaoeton Marine 


Vice President 


Negotiated for offshore gaming in various locations within 
and outside the tJtoited States. 


Bayou Caddy’s Jubilee Casino 

®i*^ector, Operations Promoted from Director of Support Areas, Pood & 

Beverage was added to my areas of, control; By reviewing 
menus -smd working .with the Executive Chef we' reduced food 
cost of sales by 5 %. Monitored all food and supply orders 
in all departments in order to maiotain efficiency and 
reduced cost , 

Bayou Caddy's Jubilee Casino 

Director of Support Areas 

promoted from Director of Purchasing. Additional duties 
Included housekeeping, maintenance and PBX. By 
consolidating Maintenance and Housekeeping we were able to 
utilize one Director, and one shift manager for both 
departments resulting in a payroll savings of $187,000 
annually. 


2 
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Bayou caddy* a Jubilee Caelno 

Dii-ector of Purchasing Gathered inforwation for initial budget projections for 

Baj^u Caddy's Jubilee Casino UO million dollar project), 
and purchased all necessary items for the Casino opening. 
Bet up controls and procedures for the purchasing 
department utilizing a requisition, purchase order system. 
Responsible Cor purchasing all equipment and daily supplies' 
including gaming . tables, . ancillary equipment, food, 

beverage, office supplies, printing, chemicals, china, 
glassware and gift shop items. Har^house pars were 
established and Inventory taken four times weekly for 
control and reordering. 

Wigro & Associates 

Field supervision, production «id budget projections in all 
phases of residential construction were cy responsibilities 
at Klgro k AsBoclates. Project included Parkside South, a 
Subdivision of 78 homes. Legacy Highland, 82 Semi Custom 
Homes and RCiR plaza, 50,000 square foot office ccMi^lex. 

c^era House Casino 

General Manager Promoted from Slot Manager to direct control of 

Operations which included Slots, Food and Beverage, 
and Table Games. Reorganisation of Slots and 
table games resulted in a 200 % increase in net income. 
Instructed all appropriate staff so they would be 
current with Reg. S Regulations, sv^ervislon of 
over 130- Associates. 

Opera House Casino 

Slot Manager Responsible for operation and maintenance of Slots . Enacted 

preventative maintenance program and weekly review of slot 
computer reports to assure proper percentage. Brought all 
procedures current with Reg. € Regulations. 

Silver Nugget Casino 


Project Manager/ 
Superintez^ent 


Shift Manager, Pit Boss 

Floorman Oversee all areas of Casino operations, including 

dally and weekly scheduling. Supervision of over 50 
associates, opening closing counts, estimates for profit or 
loss of shift, and authorization- of Xeno and Slot' Jackpots. 

J & T Incorporated * 

General Manager J a T incorporated opened in Reno during July 

1981. Promotion from Service Manager. 

Responsibilities included structuring all operations for 
sales, promotions, collections and service. Staffing these 
areas, and ordering inventory necessary Cor operations. 

^ ^ Incorporated Reorganization of Bsxviee Department resulted in 

an Increase of efficiency by 50%. Installation of 

Service Manager Video equipment and scheduling of personnel were 

included in my responsibilities. 


Silverbird Hotel 


21 and Roulette Dealer 
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Aladdiin HotftX 

nircctar, Hotel Operations Restructure of entire hotel operation was 

necessary due to an extreme lack of procedural 
controls. Responsibilities included front desk, 
public areas, housekeeping* srecreational 
facilities and PBX. Front Desk was equipped with 
BBCQ computer system, Supervision of SOO Associates. 

Sahara Hotel - Reno 

Director* Motel Operations Promotion from Executive Assistant Manager. 

During, the first month of control, reduced payroll 
by $36*000 reflecting an increase in profit margin 
from 60.8% to 70%. Areas of responsibility 
included front desk, ptsblic areas* housekeeping, 
and PBX. Assigned to coordinate entire 
installation of IBM System 111 Front Desk point of 
sales conq^uter. Supervision of over 300 
Associates. 

Sahara Hotel - Reno 

Executive Assistant Mgr. Sahara Reno opened July 1* 1978. Responsibilities 

included etructurlng all operational procedures 
for front desk and room reservations, training 
of personnel to man these areas and ordering of 
all equipment necessary for hotel c^erations . 
Promotion from room clerk. Superviaien of lOO 
entployees. 


MANAGEMSMT TRAINEE PROGRAM ; 

Sahara Hotel has Vegas 
1972-1978 

Courtesy and 6)^edient processing of customer 
services set the mood for an entire stay. 

Major responsibilities Included daily front desk 
operation. 


Receiving and warehouse controls were part of 
my responsibilities in purchasing. Yield and 
quality controls were studied to insure proper 
Slants of- delivered goods. Assumed control of 
department during purchasing ag^t*‘s vacation. 


Administrative and inventory controls were stressed 
during my training in the housekeeping area. 
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WILLIAM J. MORRISON, C.P.A. 
Morrison & Company, P. A. 

One M>ok Cenii« Diive 
Mack Centre II 
Poramiie, New Jersey 07652 
201 - 265-2800 


PROFESSIONAL 

CREDENTIALS: Certified Public Accountant, 

State of New Jersey 
Certified Public Accountant, 
State of Florida 


EXPERIENCE: William J. Morrison is president of Morrison & Company, P.A. He is 

a C.P. A. licensed in New Jersey and Florida and has over twenty years 
experience as an investigator and accountant. He has served as a 
Special Agent for the Federal Bureau of Investigation, an internal 
auditor and a Certified Public Accountant. He has served as an expert 
for the Superior Court and the Supreme Court of New Jersey. 

I 

Mr. Morrison has lectured to organizations such as TTte New Jersey 
Institute Of Continuing Legal Education, The League of 
MunicipaUties, and the Bank Administration Institute. He has also 
published articles for Fairshare and the Encvclonedia of Matrimonial 
Practice. 


EDUCATION: 


PROFESSIONAL 

DESIGNATIONS: 


Bachelor of Arts - History 
Boston College, 

Boston, Massachusetts 
Master of Business Administration 
Fairleigh Oichittson University, 
Teaneck, New Jersey 


ABV- 


EXPERT TESTIMONY: 


Accredits in Business Valuation, 

American Institute of Certified Public Accountants 
DABFA - Diplomat American Board of Forensic Accounting, 
American College of F orensic Examiners 

William J. Morrison has been qualified as a financial expert and 
has provided testimony in New Jersey and Florida. 


PROFESSIONAL 

AFFILIATIONS; American Institute of Certified Public Accountants 

New Jersey Society of Certified Public Accountants 
Society of the Former Agents of the Federal 
Bureau of Investigation 
Association of Certified Fraud Examiners 
The American College of Forensic Examiners 
The Institute of Business Appraisers, Inc. 

American Society of Appraisers 
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Good morning, Chairman McCain, Vice Chairman Dorgan, and other members of 
the Committee. My name is James T. Martin, and I am the Executive Director of United 
South and Eastern Tribes, Inc. (“USET”). I am also a member of the Poarch Band of 
Creek Indians. Thank you for inviting USET to participate in this important oversight 
hearing regarding taking land into trust. 

United South and Eastern Tribes, Inc. is a non-profit, inter-tribal organization that 
collectively represents its member tribes at the regional and national levels. USET 
represents twenty- four federally recognized tribes.' My testimony will focus on the most 
controversial aspect of land-into-trust activities, which involves off-reservation land-into- 
trust applications for gaming. As my testimony will explain, gaming considerations are 
driving much of today’s off-reservation land-into-trust activities. And, non-Indian casino 
developers are responsible for much of what is currently wrong with some of the current 
off-reservation land-into-trust pursuits. 

Included among the members of USET are some of the largest gaming tribes in 
the United States, such as the Mississippi Band of Choctaw, the Mohegan Tribe, the 
Oneida Indian Nation ofNew York, the Mashantucket Pequot Tribe, the Seminole Tribe, 
and the Seneca Nation ofNew York. We also represent tribes with more modest gaming 
facilities, as well as tribes that currently do not engage in gaming. To be specific, of the 
24 Indian nations that comprise USET, 15 engage in gaming pursuant to the Indian 
Gaming Regulatory Act of 1988 (“IGRA” or “the Act”). Nine USET tribes conduct 
Class III gaming pursuant to a tribal-state compact, and six tribes engage in Class II 
gaming. 

Over the past two years, USET has passed three resolutions opposing the 
activities of certain non-Indian developers and a handful of Indian tribes which seek to 
build casinos in states where the tribes have no reservation or right to exercise 
governmental jurisdiction. 

Reservation Shopping and Indian Gaming 

Congress enacted IGRA “to promote tribal economic development, tribal self- 
sufficiency, and strong tribal government.”'' The Act, for the most part, has 


' The members of USET are: The Chitimacha Tribe of Louisiana, the Seneca Nation of Indians, the 
Coushatta Tribe of Louisiana, the Eastern Band of Cherokee, the Mississippi Band of Choctaw, the 
Seminole Tribe of Florida, St. Regis Band of Mohawk Indians, the Miccosukee Tribe, the Penobscot Indian 
Nation, the Passamaquoddy Pleasant Point Tribe, and the Passamaquoddy Indian Township Tribe, the 
Houlton Band of Maliseet Indians, the Tunica-Biloxi Indians of Louisiana, the Poarch Band of Creek 
Indians, the Narragansett Indian Tribe, the Mashantucket Pequot Tribe, the Wampanoag Tribe of Gay Head 
(Aquinnah), the Alabama-Coushatta Tribe of Texas, the Oneida Indian Nation, the Aroostook Band of 
Micmac Indians, the Catawba Indian Nation, the Jena Band of Choctaw Indians, the Mohegan Tribe of 
Connecticut, and the Cayuga Nation. 

" 25 U.S.C. §2701(4) 
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accomplished those goals. Indian gaming has been described as “the only federal Indian 
economic initiative that ever worked,” That is absolutely correct. Indian gaming has 
served as a critical economic tool to enable Indian nations to once again provide essential 
governmental services to their members, re-assert their sovereignty, and promote the 
goals of self-determination and self-sufficiency. 

Prior to the advent of Indian gaming, many Indian nations, while legally 
recognized as sovereign governments, were not able to provide basic, governmental 
services to their people. They had all of the legal attributes of sovereign nations, but 
many did not have the practical ability to be an effective government for their members. 
Consequently, despite a strong and proud tradition, Indian nations languished in a two 
hundred year cycle of poverty. 

Today, the resources of Indian gaming operations are used to provide essential 
governmental services to tribal members. Indian nations across the country are using 
gaming revenues to invest in dozens of tribal member programs, including home 
ownership initiatives, tuition assistance for everything from private schools to post- 
doctorate work, health insurance for all tribal members, and access to top-notch health 
clinics. 


We cannot calculate the intangible benefits of the impact such economic 
development has created, including the impact on the most important matter for an Indian 
nation - its human resources. Suffice it to say that in many situations, Indian 
governments have seen their members move from unemployment rolls to being gainfiilly 
employed. 

Reclaiming a past heritage also has been a priority for all USET members, and 
gaming proceeds have enabled Indian nations to make tremendous gains in this area. In 
many respects, these individual efforts culminated collectively in the dedication of the 
National Museum of the American Indian in September 2004. I am proud to note that the 
three largest contributions to the building of this tremendous institution came from Indian 
nations that are Members of USET. ^ 

USET, however, has become increasingly concerned with a small number of 
Indian tribes and wealthy non-Indian developers which are seeking to establish Indian 
casinos far away from their existing reservations in different states from where the tribes 
are currently located. 

In at least twelve states, Indian tribes are seeking to move across state lines — often 
across multiple states — ^to take advantage of lucrative gaming markets. In most cases, 
these efforts are being funded by “shadowy” developers who underwrite the litigation 
expenses, lobbyist fees, and even the cost of land in exchange for a cut of the profits. 


’ Jim Adams, Leaders guide museum with humble yet historic partnership, Indian Country Today (Lakota 
Times), Sept. 22, 2004, at 1 . 
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This kind of “reservation shopping” runs contrary to the intent of IGRA and well- 
established federal Indian policies. The basic idea of IGRA was to protect the 
governmental rights of tribes over their lands while assuring regulation of casino gaming. 
But these proposed Indian casino deals are not based on governmental rights. In most 
instances, the developers and tribes are using land claims or the threat of land claims to 
promote casinos in far-off places. In these instances, Indian gaming is not being used as 
a tool by tribes to promote economic activities on their lands; rather, it is being used as a 
tool by developers who simply need Indian tribes as window-dressing to make their 
casino deals work. 

So far, none of the out-of-state Indian tribes has obtained the necessary approvals 
to establish the casinos they are seeking. However, as there are proposals pending in 12 
different states, there is quite a bit of collateral damage to other Indian nations and non- 
Indian communities from the activities generated by these efforts. And, if even one of 
these deals is approved, however, the floodgates for this kind of reservation shopping will 
open throughout the country. 

The USET Resolutions against Reservation Shopping 

We recognize that this issue is controversial and complicated. My organization 
has spent several years studying and deliberating all aspects of this debate. And we have 
received criticism from some quarters that we should not open up this can of worms. 
Some are concerned that our willingness to bring sunlight to this issue will hurt the 
overall efforts of Indian nations, the vast majority of whom are conducting their 
economic enterprises in an impeccable manner. However, after several years of 
thoughtful, respectful, and often pointed deliberations, we thought that this issue 
demanded action. Over the last two years, we have taken the following measures. 

In February 2003, USET became the first Native American Indian organization 
to adopt a resolution voicing its opposition to “reservation shopping.” The resolution 
opposed efforts by the Oklahoma Seneca-Cayuga Tribe to purchase land, assert 
jurisdiction, and develop a Class II bingo hall on land in Aurelius, New York. The 
resolution called on the U.S. Department of the Interior to clarify its policy against this 
activity.'' 

Later that same year, in October 2003, USET passed a second resolution which 
called on Congress to oppose the efforts of out-of-state tribes to govern land or establish 
casinos in different states.^ 

This year, USET adopted a resolution for the third time opposing reservation 
shopping.’’ The resolution includes the following admonition to Congress: 


Illegal Gaming by the Seneca-Cayuga Tribe of Oklahoma in the State of New York, USET, Inc. Res. No. 
2003:057, Feb. 6, 2003 (See attached Exhibit 1) 

Illegal Efforts by Certain Indian Nations toExercise Governmental Jurisdiction over Nan-Tribal Lands, 
USET, Inc. Res. No. 2004:0 12, October 23, 2003. (See attached Exhibit 2) 

^ Reservation Shopping, USET, Inc. Res. No. 2005:022, Feb. 10, 2005 (See attached Exhibit 3) 
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Resolved that the USET Board of Directors calls upon the United 
States Congress to enact legislation that would prohibit, and 
oppose any legislation that would allow, individual Indian Nations 
or Tribes from establishing a reservation, acquiring trust land or 
exercising governmental jurisdiction in a state other than the state 
where they are currently located or at a remote location to which 
they have no aboriginal connection....’ 

Copies of all three of these USET resolutions are attached to this statement. 


Summary of Proposed Tribal Migration across State Lines for Purposes of 
Gaming 

In order that the Committee understands the extent of this kind of reservation 
shopping across the country, the following is a summary of what we know is happening 
in at least twelve different states. 

Colorado 

Chevenne-Arapahoe Tribes of Oklahoma : In 2004, the consolidated Cheyenne- 
Arapahoe Tribes filed a 27 million acre land claim with the Department of 
Interior, claiming all of Denver and Colorado Springs. In exchange for dropping 
the claims, the Cheyenne-Arapahoe Tribes have proposed to develop a Las 
Vegas-style gaming facility near the Denver Airport. This proposal has met 
opposition from the state and federal representatives of Colorado. In late 2003, a 
developer sought to purchase 500 acres east of Denver, near the Denver 
International Airport, to create a reservation for the tribes.® 

Georgia 

Kialegee Tribal Town of Oklahoma : The tribe sought to move to Hancock 
County, Georgia to establish a casino and entertainment project. County officials 
were interested in the plan, because of extreme poverty in the county, but the 
previous Governor was opposed to casino gaming. The tribe also sought land in 
Texas and other parts of Georgia in the past.® 


Illinois 

Miami Tribe of Oklahoma : The tribe is seeking 2.6 million acres in east-central 
Illinois based upon a treaty from the 1800s. The tribe sued landowners in 2000, 
and dropped the lawsuit in 2002, The tribe has indicated it would agree to a 
casino in exchange for dropping the claim.’® 


^ Id. 

* “Owens to denounce casino,” The Denver Post, August 29, 2004; “Indians’ leveraged efforts for casinos 
reach beyond Colo.,” The Denver Post, August 16, 2004 
’ “Kialegee gamble on casino bid,” The Tulsa World, November 14, 1999 
“Johnson testifies on Hill; Bill centers on tribal land disputes,” The Pantograph, May 9, 2002 
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Ho-Chunk Nation of Wisconsin : The tribe is seeking to build the largest casino in 
Illinois, which would be located in the Chicago suburb of Lynwood. There is 
strong opposition from the community, but the plan has been supported by 
Congressman Jesse Jackson, Jr. (D-IL). The proposed casino would be located 
approximately 296 miles from the tribe’s current reservation." The tribe has 
begun preparing their land trust application for the BIA, conducting impact 
studies. Once the studies are complete, the tribe will submit the reports as part of 
their application. 

Prairie Band Potawatomi Nation of Kansas: The tribe has sought a gaming 
compact with the Governor, which prompted the State’s legislature to pass 
legislation that would require the Governor to get approval from the General 
Assembly before signing a deal with any Native American tribe. The Governor 
vetoed the bill, but the veto was overridden and has gone into law. The tribe was 
seeking land outside of Chicago for a casino.'^ 

Indiana 

Miami Tribe of Oklahoma : The tribe is negotiating with the state to put a casino 
in Gary, Indiana. The tribe has negotiated with the mayor of Gary since 2002. 

The tribe unsuccessfully attempted to place a casino in Terre Haute, Ind. as well. 
The proposed casino would be located approximately 610 miles from the tribe’s 
current reservations.'"* 

Kansas 

Delaware Tribe of Oklahoma : The tribe signed with a California-based developer 
to help secure gaming rights near Kansas City, Kansas. A land claim is 
pending.'^ 

Miami Tribe of Oklahoma : The tribe attempted to open a casino in Kansas in 
1999, but the plan was rejected by the federal government.'* 

Wyandotte Tribe of Oklahoma : The tribe expressed interest in opening a casino in 
Edwardsville, KS, and U.S. Congressman Dennis Moore (D-KS) introduced 
legislation in 2002 to allow the casino. The Governor has expressed reservations 
with this plan.'^ 


" “Village opposes Lynwood casino,” Chicago Tribune, November 19, 2004; “Weller will battle Ho- 
Chunk proposal,” Chicago Tribune, August 28, 2004. 

“Ho-Chunk trying to bring boxing to Lynwood,” Northwest Indiana News, April 23, 2005 

“Indian gaming law takes effect,” The Daily Chronicle, November 20, 2004. 

“Tribe wins step in fight for N. Y. casino,” The Daily Oklahoman, November 16, 2004; “Midwest Tribes 
See Big Payoffs in the East,” The New York Times, March 24, 2003; “...the Oklahoma-based tribe, which 
has been negotiating to open a casino in northern Indiana, recently declared that the tribe has a legal claim 
to 100 percent of the land in [5] counties.” “An obvious ploy,” South Bend Tribune, July 2, 2002. 

“Delaware Indian tribes face long odds to win gambling effort,” Newsday.com article, May 15, 2003. 

“Tribe aims for casino deal,” The Pantograph, Jan. 12, 2003. 

” “Sebelius not sure she’ll support tribal gambling plan,” Associated Press, Jan. 25, 2003. 
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The tribe has a case pending before the 10* Circuit Court of Appeals, on which 
the fate of their Kansas City, KS casino depends. The casino was raided last year, 
and the casino manager was arrested, for operating a casino illegally. 

“Kansas officials have challenged the land's de facto tribal reservation status since 
it was granted by the federal government in the mid-1990s. In August 2003, the 
tribe defied officials and opened the casino in several mobile building units 
parked beside the tribe’s Huron Cemetery across the street from City Hall. 

When federal authorities last year appeared poised to overturn the land's 
reservation status, Kansas Attorney Genera! Phill Kline ordered the casino shut 
down. The state seized 152 slot machines and about $500,000 in cash. 

The tribe sued, claiming the raid was a breach of tribal sovereignty.”'* 

Maryland 

Delaware Nation of Oklahoma : The tribe agreed to take over land in Anne 
Arundel County to create a landfill, run by a local development company. The 
tribe expressed interest in the land for establishing a high stakes bingo parlor, and 
if slots are approved by the state, offering those as well. 

New Jersey 

Delaware Tribe of Oklahoma: Delaware Nation of Oklahoma : The two tribes 
(which are separate entities recognized by the federal government) attempted to 
open a casino in 1999 in Wildwood, New Jersey, but state and local officials 
opposed the plan.'^° 

New Mexico 

Fort Sill Apache Tribe of Oklahoma : The tribe is considering building a casino in 
southern New Mexico, and might oppose plans by an in-state tribe, the Jemez 
Pueblo to build in the area as well.^' 

New York 

Stockbridge-Munsee Tribe of Wisconsin : This tribe has offered to settle a land 
claim with the state in exchange for a casino in New York. The tribe has signed 
with a developer to build one of the planned Indian casinos in the Catskills. A 


“Casino is renovating in hopes ofreopening,” /TansajC/O'Sar, May 7, 2005 
“[Halle Cos.] has agreed to pay an Oklahoma-based Indian tribe as much as $1.4 million a year to take 
over the land and to apply to make it tribal property...To make its case to the [BIA], the tribe presented its 
history, including evidence of its ancestral ties to Maryland.” “Surprising Ally Joins Landfill Quest; 
Thwarted Developer Would Make Indian Tribe Owner of Arundel Site,” The Washington Post, November 
1,2004. 

Newsday.com article, “Delaware Indian tribes face long odds to win gambling effort,” AP, May 1 5, 
2003; Philly.com article, “2 Okla. tribes seek fortune in Patna.,” Philadelphia Inquirer, July 7, 2003 
“Local tribes unable to play,” Las Cruces Sun-News, November 14, 2004 “[Tribal chairman] Houser said 
it is his hope the Fort Sill Apaches can return to New Mexico under an act of Congress that would grant 
land to the tribe as compensation for the U.S. govemmenfs past acts.” (Source: "Okla. Apaches Seek to 
Build N.M. Casino,” Albuquerque Journal, November 7, 2004.) 
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Federal court is poised to drop the tribe’s land claim against the state because it is 
not supported by the Federal Government. After years of opposing any 
governmental presence in New York by an out-of-state tribe, Governor Pataki 
agreed to give the tribe the right to establish a Las Vegas-style facility in the 
Catskills. On April 15, 2005, however. Governor Pataki withdrew his proposed 
legislation before the New York Legislature to approve the settlement 
agreement.^^ Nevertheless, the Stockbridge-Munsee Tribe of Wisconsin 
continues to push for a settlement that would include establishing a casino in New 
York. 

Seneca-Cavuga Tribe of Oklahoma : The Seneca-Cayuga Tribe of Oklahoma 
purchased land in New York and declared its intention to build and operate an 
Indian gaming facility more than 1,100 miles from its reservation in Oklahoma. 
The Indian tribe claims that it has sovereign authority over these newly acquired 
lands, which if it were true, would provide the tribe with the right to engage in 
high-stakes bingo without obtaining approval from the federal government or the 
State of New York. 

The Seneca-Cayuga Tribe asserts that its participation in the land claim litigation 
involving the Cayuga Nation and the State of New York provides it with political 
jurisdiction over land in New York. Governor Pataki announced a settlement 
agreement with the Seneca-Cayuga on November 1 2, 2004, allowing the tribe to 
establish a Las Vegas-style gaming facility in the Catskills. On April 15, 2005, 
however. Governor Pataki withdrew his proposed legislation before the New 
York Legislature to approve the settlement agreement.^^ Nevertheless, the tribe 
continues to push for a settlement that would include establishing a casino in New 
York. 

Oneida Tribe of Wisconsin : This tribe is a party to a land claim suit with the 
Oneida Nation ofNew York and the Oneida of the Thames Band. On December 
7, 2004, the Governor announced an agreement with the tribe that will allow them 
to establish a Las Vegas-style gaming facility in the Catskills in exchange for the 
tribe dropping their land claim. On April 15, 2005, however. Governor Pataki 
withdrew his proposed legislation before the New York Legislature to approve the 
settlement agreement.^'* Nevertheless, the tribe continues to push for a settlement 
that would include establishing a casino in New York. 


Ohio 

Eastern Shawnee Tribe of Oklahoma : The tribe is preparing a 4 million acre land 
claim suit and is seeking to build anywhere from five to seven casino resorts in 
Ohio. Additionally, Allen County (OH) commissioners turned down a proposal 
by the tribe to take out an option on county-owned land for a casino. The tribe 
has a contract to buy 1 50 acres in Monroe (OH) and plans to approach state 


“Pataki Withdraws Five Casino Bill,” GloheSl.com, April 26, 2005 
Id 

la 
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officials in December or January. The tribe would need to enter into a compact 
with the state for the casinos.^^ 

Pennsylvania 

Delaware Tribe of Oklahoma: Delaware Nation of Oklahoma: These two tribes 
declared a claim on 315 acres of land in Pennsylvania near Allentown after their 
plans for a casino on the New Jersey shore failed. The tribes are seeking to build 
a casino in exchange for dropping their claims. Governor Rendell has so far 
refused to negotiate with the tribes for a casino.^* 


Texas 

Delaware Tribe of Oklahoma: Delaware Nation of Oklahoma : In addition to 
casino plans in New Jersey and Pennsylvania, these two tribes have attempted to 
build a travel plaza in Texas.^^ 

Kialegee Tribal Town : Attempted to establish lands and gaming in Texas, but 
were rejected.^* 

The above-referenced activities are opposed by the majority of Indian nations, 
including the member-nations of USET. Consequently, we strongly urge the Committee 
to consider legislation that would address these reservation shopping activities by 
clarifying that Indian tribes cannot cross state lines to establish casinos in states where 
they are not currently located. As you know, in the House of Representatives, Chairman 
Pombo is considering legislation that would prevent an Indian nation from migrating 
across state lines to establish a casino 

In 2002, Department of Interior Secretary Gale Norton expressed concerns that 
reservation shopping activities turn IGRA into a means of commercial viability rather 
than promoting gaming as a tool to strengthen tribal governments. She stated that, 
“[tjribes are increasingly seeking to develop gaming facilities in areas far from their 
reservations, focusing on selecting a location based on market potential rather than 
exercising governmental jurisdiction on existing Indian lands.”^’ If tribes are permitted 
to conduct gaming in different states far away from their recognized reservations, 
Secretary Norton’s concerns will have been fully realized. There is no precedent for 


“Indians’ leveraged efforts for casinos reach beyond Colo.,” The Denver Post, August 16, 2004; “Allen 
County, Ohio, leaders turn down offer from tribe on casino,” The Lima News, November 12, 2004; 
“Monroe gets look at casino proposal,” The Cincinnati Enquirer, November 1 1, 2004 

“2 Okla. tribes seek fortune in Penna.,” Philadelphia Inquirer, July 7, 2003; . .two Delaware Indian 

tribes from Oklahoma want to reclaim 315 acres in the Lehigh Valley that they say were stolen from their 
Pennsylvania ancestors 200 years ago... Stephen A. Cozen, the Philadelphia lawyer representing the tribes, 
said the group is prepared to file a federal lawsuit to reclaim the land and pursue gaming unless they can 
reach an agreement vrith [Governor] Rendell to open a casino,” (Source: “Indians seek N.E. Pennsylvania 
land for casino,” Philly.com article. May 15, 2003. 

Newsday.com article, “Delaware Indian tribes face long odds to win gambling effort," Associated Press, 
May 15,2003 

“Kialegee gamble on casino bid,” The Tulsa World, November 14, 1999) 

Letter from Department of Interior Secretary Gale Norton to New York Governor George Pataki, Nov. 
12, 2002, at 2. 
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these kinds of activities, and if allowed to continue, it will usher in a new era of “portable 
sovereignty” across the country. 


Developer-Driven Deals 

In addition, the Committee may want to consider amending IGRA to ensure that 
deals between developers and tribes are subject to federal scrutiny. Much if not all of the 
reservation shopping activities are developer-driven deals. The basic idea of IGRA was 
to protect the governmental rights of tribes over their lands while assuring regulation of 
casino gaming. But the proposed Indian casino deals highlighted earlier are not based on 
governmental rights. In these instances, Indian gaming is not being used as a tool by 
tribes to promote economic activities on their lands, it is being used as a tool by 
developers who simply need Indian tribes to make their deals for casinos work. 

Let me give you a typical scenario for how the developers normally seek to gain 
approval for an Indian casino on behalf of an out-of-state tribe. First, the developer will 
extend a “carrot” to the state and local governments. The developer hires lobbyists who 
try and convince state and local officials that an Indian casino will benefit the state by 
creating jobs and economic activity. The developer will offer the state and local 
communities a cut of the proceeds of the Indian casino in exchange for state support. In 
most cases, these offers violate IGRA’s prohibition against taxing Indian casinos. But 
the out-of-state tribes are willing to pay a tax because these ventures do not impact the 
enterprises where the tribes are currently located. 

The developers also are willing to agree that the out-of-state tribe will waive most 
aspects of its sovereignty. In other words, the out-of-state tribe will agree to submit to 
state and local jurisdiction in return for the ability to establish an Indian casino in a new 
state. Whatever concessions the out-of-state tribes are willing to make are fine because 
they do not impact the tribes’ primary reservation. 

Unfortunately, when there are other tribes located in those states where out-of- 
state tribes are seeking a casino, the offers to submit to state jurisdiction and pay hefty 
taxes on their gaming facilities severely undermine the in-state tribes’ continuing efforts 
to defend their sovereignty. Why? Because the out-of-state tribes’ offers become the 
new baseline upon which the State will seek concessions from the in-state tribes when 
negotiating gaming compact renewals, tax compacts, and local community jurisdictional 
agreements. The State will ask the in-state tribe why it won’t be as reasonable as the out- 
of-state tribes who are willing to relinquish their sovereignty in exchange for the right to 
operate a casino. 

If the “carrot” approach does not work for the developer, the developer typically 
raises the specter of land claims litigation as a “stick” to compel the state to negotiate 
with the tribe for a casino. In fact, there seem to be a handful of developers who have 
created a new business model that relies on tribes with existing or potential land claims as 
a means to establish lucrative casinos in geographically attractive locations. 
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Attached to my testimony is a report from one of USET’s members, the Oneida 
Indian Nation, which provides information obtained in the public domain about the 
development companies involved in the off-reservation land-into-trust proposals 
occurring in New York State. This report underscores the need for Congress to provide 
greater scrutiny to these developer-driven deals.“ It appears from this report that in some 
cases, the developers purposefully construct their arrangements with tribes to circumvent 
the profit-sharing limitations in IGRA. In addition, it also appears that some of the 
developers would not be able to survive a federal background check if they were required 
to submit to one. At the very least, this report underscores that in many instances an 
Indian nation’s best interests take a backseat to the interest of the developers and lawyers 
in securing a lucrative casino deal that will create an economic windfall for these non- 
Indian participants. 


Conclusion 


So far, none of the out-of-state Indian tribes has obtained the necessary approvals 
to establish the casinos they are seeking. If even one of these deals is approved, however, 
the floodgates for this kind of reservation shopping will open throughout the United 
States. There will be no legal rationale to prohibit other tribes from establishing casinos 
in far away states, and developers will seek casinos for potentially dozens of other tribes 
throughout the United States and even Canada. There are many tribes that assert land 
claims to land formerly occupied by ancestors of tribal members. Other tribes would 
undoubtedly be encouraged to assert such claims as a route to casino riches. Given that 
most tribes in the west previously migrated from lands in the east, it will not be difficult 
for them to contrive some nexus to lands situated in the eastern part of the United 
States — especially in areas that are potentially lucrative casino sites. 

In the meantime, the activities of these developers and out-of-state tribes create 
uncertainty for states and local communities, and undermine the ability of in-state Indian 
nations to defend their homelands and sovereign rights. 

Indian gaming must benefit Indian tribes on their own lands, not make Indian 
tribes pawns in the hands of developers with dubious professional experience who want 
to move Indian governments around the country to establish casinos in states where these 
tribes do not now exist. In other words, Indian gaming should bring new economic 
opportunities to tribes on their existing lands — not bring new tribes into states where they 
are not currently located. 

USET believes that the political activities and financial interests of these non- 
Indian developers need to be fully disclosed to the public. USET also supports the 
enactment of legislation which bars out-of-state tribes from exercising governmental 
jurisdiction in more than one state. This would likely require an amendment to Section 
20 of IGRA prohibiting the approval of a land-into-trust application for land in a state 


See Exhibit 4, “Oneida Indian Nation Report: Background on Developers in the Off-Reservation Land- 
into-Trust Proposals in New York State,” May 18, 2005. 
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other than in the state where the tribe is currently located or in a remote location to which 
the tribe has no aboriginal connection. 

USET appreciates the opportunity to present its views today before the 
Committee and to work together to bring about a solution to end reservation shopping. I 
am happy to answer any questions. 
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Exhibit 2 

UwtED Sotrm AND Eastern Tbbes. ma 


USETResglulion No. £004:012 

ftlEGALBfQRTS BY CERTAIN MOIAN NATIONS TO EXERCKS GOVOffOIEKTAL JURBOICnON 
OVERNON-TnBALLANDS 

mnOEAS, UlOM South «ndEatiemTitMS,lncoipar9tad(USEI)ii an IrtmtM 

eomprisad of Mnnt)r4our^^4) tManty taooTilztd Iribw; and 

WHEREAS, iheadiatwWanbytwUSETBoaidofOftwdonoffiiSidyrapresenttheli^^ 
mnibertilM, as (hi BoanI of Dii«idora cornpciaes dologaiss from lh« member 
leadsrship;ind 

HmenEAS, ihiSenet^OayugaTritMCXOkWiomalsseeldngtoconduciChusIgamingaodytesIn 
M Stats of Naw York; and 

WHEREAS, thaSsmea-Cayuga Tribe of Oklahoma has no poCUoit or govamnwnlalaiAhat£y In fie 

Suae of New York; and 

WHEREAS, lisSanatm^IayusaTilMOfOUNiomahasnolandhtteStalaolNswYoifcavertaNdit 
oan ligily fxenlM any MUodon; and 

WHEREAS, lie Mraducrion of Class i gaming loftriries by the SenacarCiyuga Tribe of OUahonah 

itM Stall of New Yodc inrid be iiasal and would violaia the ii^ and juttaKrion of the 
Cayuga Kalian of New Yoik; and 

WHEREAS, oVmout-af-alate Indian nattmhavaaqpnaiad their Mart to puohase land ti New Yolk 

and ki other states, talm such land Mo inist, and assert the rtgfri to goviin that land and 
conduct gaming thereon; and 

WHEREAS, several Alaskan Native VBagei and enifties wish to aequira In right to punritase land in 

Catbinb, take such fand Into tiiist, and assert the right to govern ritat land or conduct 
commeroial adMUes thereon; end 

WHEREAS, OovemorGeargeFalaki, Senator CharieeSchumer and CongiessmanShenModBotNert 

Mend to Irhoduee IsglsUoit In Congress that would prohM an Indian nation tram 
acquiring land h a state othei ttan toe stats where ks raaeiyatlon h locatod unlB» such 
land s taken Into Inist wUi the state's appravat and 

WHEREAS, the eaoepticn created kitwf’tfald-SclKiner-Baehlert proposal Is eontreiy to existing 
todeial lew rranceirfng toe scope of a tribe's governmenisl auriioitty and would hvfte 
nmeraus Mian nations to fie eui-of-stats bust land appfioations, thweby oraating 
corriOcte among tribee and wlh state and tocal govemriients; therefore, be k 

RSSOLKED that toe USET Board of Okeeiors opposes eklegslBtive proposals that would permit toe 
Senees-Ceyuga Tribe «l Okbhoma or tny odwr oul-ot-stite Indian Nation to aoquhe tend 
or plaoe knd In bust in toe Stale of New York tor purposes of govomktg such laid or 
itonduoring gaming thereon; and, be it kiitoer 

RESOLWED tost rite USET Board of Diieclon opposes any legislative proposal that would pemik 

Alaskan Native V9ages aito ertoties to acquM laito or take laito Into bud In CaOOiiiisi, or 
in ai^ date other toan Alaska, lor purposes of govemli^ such lind or condtteling ganikig 
thereon. 


'Secouse there is $tTvngth In Unitp 



199 


USETResolutkin 2004:012 
CERTFICATION 

ITiis resohlicm «(i» passed tt fie USET Annual M««aig ind EXPO tt «hk:h a quwum was pi8^ 

l&nhanluckat, CT, on Tlwrsdajr, Ootober 23, 2003^ 

George, Ptesictent ^ Bevedy M. Yfrlght, SwrMny ' 

Unind6oufiindEasMdiTti)es,lnc. UnbdSoufi ami Butsrn Titles, Ina 
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user Resolution No. 2005^)22 


RESERVATIONSHOPPING 

WHEREAS, the UnHed South and Eastern Tribes, Incorporated (USET) is an intertribal organizatkin 
' comprised of Menty^iur (24) federaly recognized Tribes; and 

WHEREAS, the actions tak^ by the USET Board ^ Directws officially represent the of 

each merr^ Tribe, as Board rrf Directors comprises delegates from the merr^f 
Tribes' leadership; and 

WHEREAS, certan Indian nations are attempting to acquire i^s for purposes of estab&shing 
reservadtms at remote locations (reservation shon)lng},hequmtly In other states ' 
wh^ tiey have r^^tlon or trust land status, no ancestral ties atvl no 
recognized governmental jurisdiction, for the sole purpose of pursuing gamir^ 
opportunities; and 

VlffiQRE^ these c^tain Indian Natforts, in order to secure gaming rights at distant locations, have 
oHered to make agreements with state goramments th«ri would undermine the 
sovereignty wid treaty rights of local Indtem ntriions; Kid 

VIMEREAS, allowing Indian Nations or Trfoes to migrate to distant locations for piuposes of 

conducfing gamfog woul± (a) create s^ous poBticai tensions with local Indian Nations 
and municipal governments, (b) be contrary to existing federal policy regarding Trfoal 
migration, and (c) vfoiate the Indian Gaming Regulatory Act, as historically applied by 
the Bureau of todian Affoirs; and 

WHEREAS, this ^serv^ion shopping' is often promoted and fbanced by wealthy developeis 
whose financial reiafonships vrith Indian Nations and Tribes are not disctosed and 
whose development plans are Inconsistent the intent of the Indian' Gaming 

Regi^atoryActiand 

WHEREAS, USETiS8w^ofthefoilowingexan^)iesrBgardingthisissue: 

■ the Seneca-Cayuga Tribe of Oklahoma is seeking to engage in Class I! and 
Class lit gaming In the State of New York where It has no recognized 
governmental presence and Is approximately 1,175 miles from Its existing 
reservation; ar^ 

• toe Oneida Tribe of tA^sconsin is seeking to engage in Class 111 gaming in the 
State of New Yoii( where H has no recognized governmental presence arto Is 
^}pioximately 920 miles from ite existing reservation; and 

■ Stockbridge^unseeTribeofWisconstolsseektogtoengageinDasslii 
gaming in toe State of New York where It has no recognized govemmmtal 
presence and Is approximately 977 miles fn»n its existtog reservafion; and 

» toe Ho<!hunk Tribe (rf Wisconsin is seeking to engage In Class III g^ing to 
the State of illms where It has no recognized governmental presence and is 
c^^xcudmately 296 mtes from its existing reserv^torr, and 

• toe Cheyenne-Arapahoe Tribes of CMahima are seekir^ to engage to Class li! 
gantog in the Slate of Coioredo v^iere it has rto recognized governments 
(XBsence aid is s^xlmately 710 miles from its existtog reservation; and 


- *Secaiise there is Strength in Unity 
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USET Resolution 2005:022 


WHEREAS, certain Indian Nations and TfSks located in Oldshomass seeking Id develop 
casbKa h Ohio, Indiana, and Kansas-etsdes where they have no recognizsd 
governmental presence and which are remote from thek' e:dsfog reservations; 
th«efDre,beR 

RESOLVED that USET Board of Directors requests the Bureau of AMs adhere to its 
hetelcad polcy d opposing Tribal migration and enfordt^ ttie provisions of the Indian 
Ganng Regulatory Act that prohibit 'reservation shr^ng’ by Indian N^ions for that 
purport and, be it hrrther 

RESOLVED that the USET Board of Directors calls upon the Untted Sta^ Ckrr^ress to enact 

legislatiot} Slat would prohibit, and oppose any legislation that would aBow, individual 
Indian Nations or Tribes fiom establishing a reservation, acrpiii^ tnst land or 
exercising governmental jurisdiction in a state other than the state where they are 
currently located or at remote location to which they have no dxH^nal connection; 
£md,beitM»r 

RESOLVED diat this In no way shall restrict or limit any Tribe’s rights to Bnsice or enter into a 

management agreement with any Tribe in their territory. 

CERTIFICATION 

This resolution was duly passed at the USET Impact Week Meeting at which a quorum was present in 

Arlington, VA, on Thursday, February 10, 2005. 

Keller George, President ^ Eddie L TuBls, Secreta 7 

United South and Eastern Tribes, Inc. United South and Extern Tribes, Inc. 
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Oneida Indian Nation 


Report: 

Background on Developers involved in the Off-Reservation Land-into- 
Trust Proposals in New York State,” May 13, 2005. 
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Oneida Indian Nation Report: Background on Developers involved 
IN THE Off-Reservation Land-into-Trust Proposals 
IN New York State,” May 1 8 , 2005. 


EMPIRE RESORTS 


Empire Resorts, Inc., a New York-based development company formed in 2003 
after the restructuring of Alpha Hospitality Corporation, entered into a casino 
development agreement with the Cayuga Nation of New York in mid-2000.' 

Empire Resorts entered into a development agreement with the Seneca-Cayuga 
Tribe of Oklahoma in August 2004.^ Prior to this current deal, the tribe had a 
development agreement, originally signed in August 2001, with Rochester-based 
developer Thomas Wilmot’s company Caywil New York LLC. 

Indian Gaming Commission Did Not Approve Empire Management Contract 

On February 11, 2005, the National Indian Gaming Commission (“NIGC”) sent a 
letter to the Cayuga Nation (“Nation”) and Empire Resorts reaffirming that the 
commission could not approve Empire’s management contract with the Nation because it 
did not comply with certain provisions of the IGRA and NIGC rules^. The contract, 
originally filed with the commission in April 2002, had first been ruled to be insufficient 
in January 2004. The NIGC letter explaining their January 2004 ruling cited 49 issues 
with the management contract that the commission found insufficient or of concern. 
Among the issues raised in the NIGC’s January 2004 letter were provisions in the 
management contract that may have provided Empire Resorts additional compensation 
and reimbursement — including development fees and legal expenses — beyond the 
payment of 35-percent of the net revenues ofthe gaming operations, the maximum 
allowed under NIGC rules. Empire was also asked to provide explanation for the 
purpose of a $10,000 petty cash fund described in the management contract when the 
management contract had separate provisions to have $4 million in cash and coin on 
hand. 


Empire Resorts has not filed an SEC 8-K — used to detail a “material event” for 
shareholders — regarding the NIGC’s objections to the contract. 

In the past two years alone. Empire Resorts has accumulated significant debt from 
loans obtained from institutional lenders and private placements of senior convertible 
notes, including a $3.5 million loan from The Berkshire Bank obtained in October 2003 
and a $10 million credit facility from Bank of Scotland obtained in January 2005 by 
Empire subsidiary Monticello Raceway Management.'* At least one of these debts has a 
contingency requirement for federal approval of the Empire Resorts’ proposed casinos. 


' “Cayuga Tribe Enters Casino Sweepstakes.” Associated Press. June 24, 2000. 

^ “Oklahoma Tribe Eyes Bigger Role in Catskills,” Albany Times-Union. August 19, 2004; “Wilmot 
Secures Casino Deals,” Rochester Democrat and Chronicle . March 16, 2002; Caywil New York lobbying 
disclosure forms. New York Temporary State Commission on Lobbying. 

Exhibit to Cayuga Nation’s February 24, 2005 motion for temporary restraining order. The Cavuga 
Nation of New York v. Clint Halftown, et al. . civ. 05- 195 (N.D.N.Y.). 

Empire Resorts January 13, 2004 SEC 8-K filing; January 13, 2005 Empire Resorts press release. 

2 


This report is based solely on fwWic recwds sources, including lobby disclosure forms, 
professional directories, press coverage, cwporate filings and litigation pleadings. 
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in New York State,” May 1 8, 2005. 

In July 2004, Empire issued $65 million in senior convertible notes that originally 
accrued an annual interest rate of 5.5 percent.’ However, under the terms of issuance, the 
notes had a “trigger event” provision that required either the approval of the Cayuga 
Nation casino or the approval of Cayuga land-to-trust application by the end of July 
2005, otherwise the annual interest rate on the notes would increase to 8 percent. 


Cavuga Law Firm to Receive $60 Million Payment from Empire 

Sonnenschein Nath & Rosenthal — the law firm representing the Cayuga Nation in 
its land claim lawsuit and its registered federal lobbyist — was to be paid $60 million in 
“contingency legal fees” by Empire Resorts, the developer for its proposed casino, 
following the successful completion of the Nation’s land claim settlement, according to 
documents attached to pleadings filed by Cayuga Nation’s federally recognized- 
representative Clint Halftown in federal court in Syracuse.’ 

Members of the Cayuga Nation filed the lawsuit against Halftown and other 
members of the Nation who had withdrawn the Nation from its November 2004 proposed 
land claim settlement with the State of New York seeking declaratory judgment against 
Halftown’s representation of the Nation and the surrender of the Nation’s financial 
records. 

In December 2004, little over a month after the proposed land claim settlement, 
Halftown — in his capacity as federally-recognized representative of the Cayuga Nation — 
had notified Governor Pataki that the Nation had withdrawn from its land claim 
settlement with the state and that the Nation’s development agreement with Empire 
Resorts would not be renewed when it expired at the end of 2004. However, according to 
subsequent pleadings filed by Halftown, Sonnenschein lawyers continued working with 
other members of the tribal council in relation to the Empire development deal. On 
February 10, 2005, Halftown terminated the Nation’s legal contract with Sonnenschein 
through a letter from the Nation’s counsel, according to Halftown’s motion. 

On February 15, three days after the complaint was filed. Halftown filed a motion 
to dismiss on grounds that he was the federally-recognized representative of the Nation. 
The motion cited the Nation’s concern about certain allegedly unethical conduct of 
Sonnenschein, including its alleged receipt of payments from Empire Resorts while 
representing the Nation. 

Alpha Hospitality Executives Indicted for Bank Fraud 

In April 2002, Stanley Tollman, the former chairman and co-chief executive of 
Alpha Hospitality Corporation — the predecessor of Empire Resorts, was indicted on 22 


Empire Resorts November 15, 2004 SEC 10-Q, pp. 12-13. 

* Exhibit to Cayuga Nation’s February 24, 2005 motion for temporary restraining order. The Cavuga 
Nation of New York v. Clint Halftown. et al. . civ. 05- 195 (N.D.N.Y.). 

3 


This report is based soiely on public recwds sources, including lobby disclosure forms, 
professional directories, press coverage, corporate filings and litigation pleadings. 
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counts of bank fraud and tax evasion in federal court in Manhattan for allegedly 
defrauding several banks of $42 million while restructuring debt accumulated from his 
failed acquisition and operation of Days Inn/ Along with Tollman, five other current or 
former executives and board members of Alpha Hospitality were subsequently indicted — 
Tollman’s son, Brett Tollman, the company’s then-vice-president and a board member; 
James Cutler, a board member who had resigned in February 2002; Sanford Freedman, a 
former board member that had resigned from the board in 1998; Howard Zuckerman, 
who had resigned from the board in 1997; and Monty Hundley, a former board member 
who also resigned from the board in 1997. 

In February 2002, two months before he was indicted. Tollman stepped down as 
Alpha Hospitality chairman and Robert Berman was appointed as president, CEO and 
chairman of the company®. Brett Tollman resigned in June 2002, less than a month after 
a grand jury was impaneled to hear evidence against him.^ He was indicted in November 
2002 . 


Tollman is a fiigitive from justice and has not been arraigned.*® Brett Tollman, 
who was originally charged with 14 counts of tax fraud and conspiracy, entered a guilty 
plea in September 2003.' ' He was convicted of two counts of tax evasion and sentenced 
to two years in prison in March 2004. In February 2004, Cutler, Freedman, Zuckerman 
and Hundley were found guilty in a jury trial.'^ Final sentencing is scheduled for early 
next month (April 7, 2005). 

As of the end of 2004, Tollman and his family still owned a significant number of 
shares in Empire. The Tollman family’s investment entity Bryanston Group owned 1.55 
million shares and Stanley Tollman individually owned 152,817 shares of Series E 
preferred stock in Empire Resorts.'® Bryanston Group and Tollman held 98.4 percent of 
this Series E stock. Through these shares, Bryanston Group and Tollman continue to 
hold a 1.6 percent voting interest in Empire. 

Al pha Hospitality Had History of Regulatory Problems 

Even prior to Tollman’s indictment, Alpha Hospitality — the sole original investor 
in what is now Empire Resorts that had casino gaming experience — had a series of 
regulatory problems. For example, in February 1996, George Lindsay Baxter — ^then- 
former president of Alpha Hospitality’s Bayou Caddy’s Jubilee Casino — was convicted 
of attempted money laundering in federal court in New Orleans, after he attempted to run 


’ April 16, 2002 indictment, USA v. Hundley, et al. . aim. 02-441 (S.D.N.Y.). 

* Alpha Hospitality Corporation February 26, 2002 SEC 8-K filing; “Alpha Hospitality Increases Casino 
and Racetrack Intaest,” Business Wire . February t3, 2002. 

’ Alpha Hospitality Corporation June 26, 2002 SEC 8-K filing. 

“Wanted Businessman Hiding Out in London.” BBC News . March 5, 2004. 

' ' US Attorney’s Office, Southern District of New York press release, September 8, 2003. 

US Attorney’s Office, Southern Distria of New Yak press release, February 4, 2004. 

” Empire Resorts 2004 10-K filing. 

4 

This report is based solely on puHic records sources, including lobby disclosure forms, 
professional directories, {xess coverage, corporate filings and litigation pleadings. 
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$200,000 of purported cocaine profits through the casino. In December 1997, the same 
casino — Bayou Caddy’s Jubilee — was fined $40,000 by the Mississippi Gaming 
Commission for a series of violations of management and accounting standards. Among 
these violations was $50,000 discovered on the boat that had not been recorded by the 
casino for at least two months'^ 

Racing Employees Currently Under Investigation 

In early-February 2005, three employees of Mighty M Gaming — ^the video lottery 
terminal division of Empire Resorts — ^were suspended by Robert Berman, Empire’s CEO, 
for alleged involvement in a kickback scheme with food service providers’*. Among the 
suspended employees were two “high-level managers,” reportedly the director of security 
and the director of purchasing. 


Empire Chairman’s Casino Linked to Gambino Family Gambling Operations 

In January 2005, the New York Racing Association announced it would end its 
betting and broadcasting arrangement with the Coeur d’Alene Casino, which is run by 
Empire Resorts chairman David Matheson, and nine other off-track betting outlets in 
connection with an 88-count indictment against several members of the Gambino family 
filed in federal court in Manhattan two weeks before. The indictment alleged that the 
members of the “Uvari Group” had acted as a front for individuals placing anonymous 
off-site bets, which were bundled by the group and routed through a number of off-track 
betting sites at a volume discount. While the group would pay out winnings to 
individuals who placed the bets, the indicted members of the family would allegedly 
claim the losses individually on their personal income taxes. 

Empire President and Directors Hid Marcos Family Funds 

Empire Resorts president Morad Tahbaz and directors Joseph and Ralph 
Bernstein operated a real estate investment company — New York Land Company — in the 
early 1980s that was identified by Congressional investigators as an investment entity 
used to hide family money of the deposed Philippine dictator Ferdinand Marcos.’^ 

In April 1986, Ralph and Joseph Bernstein testified before the House Foreign 
Affairs Subcommittee on Asian and Pacific Affairs, headed by then-Congressman 
Stephen Solarz, that they had purchased $181 million in New York commercial real 


” April 4, 1995 criminal information, February 14, 1996 judgment in USA v. Baxter , crim.95- 1 16 
(E.D.La); “Fallen Casino President Going to Jail.” New Orleans Times-Picavune . February 15, 1996. 

December 23, 1997 Mississippi Gaming Commission ruling. In Re: Alpha Gulf Coast. Inc, d/b/a Bayou 
Caddy’s Jubilee Casino . 

“Racino Kickback Probe.” Times Herald Record. February 12, 2005. 

” April 9 and 17, 1986 testimony before U.S. House of Representatives, Foreign Affairs Subcommittee on 
Asian and Pacific Affairs, 99"' Congress, 2"" Session (Report 99-462). 
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estate for Marcos, hiding the purchases through a series of off-shore front companies to 
avoid U.S. taxes. 

Empire CEO’s Offshore Company Organized Original Monticello Deal 

Empire Resorts CEO Robert Berman was a managing director of Watermark 
Investments Limited, an offshore company domiciled in the Bahamas, from at least 1994 
through 2000.'* Watermark Investments was the investment entity that originally entered 
into the purchase agreement to acquire the Monticello Raceway property in early 1995 
and later negotiated the original casino development deals with the Oneida Nation and St. 
Regis Mohawk Tribe.'® 

According to Catskill Development’s October 1995 operating agreement, 
Watermark Investments had the largest membership interest in Catskill Development of 
all of the original investors in the project.'^® 

ONEIDA TRIBE OF WISCONSIN 


Since as early as 2001, when Manhattan-based investor Richard Fields escorted 
members of the Wisconsin Oneida on a tour of Sullivan County, the Oneida Tribe of 
Wisconsin began working with the developers that are now Power Plant Entertainment.^' 

Power Plant Entertainment was organized in Delaware in April 2000 as a 
partnership between Richard Fields’ and Baltimore-based developer David Cordish’s 
investment companies, Coastal Development LLC and Native American Development 
LLC.^^ 


IRS Investigating Tax-Exempt Financing of Power Plant’s Florida Casino 

Avoiding the need for a NIGC approval of a management contract, Power Plant 
Entertainment entered into a development agreement and a “financial services contract” 
with the Seminole Tribe of Florida in 2000 to build two Seminole Hard Rock Casino & 
Resorts, which included Class-Il gaming operations. As part of the “financial services 
contract,” Power Plant obtained “subsidized” financing for the tribe through a $389 
million tax-exempt bond issue by Capital Trust Agency, a municipal authority based in 
Florida. Under the terms of the final version of the financial services contract between 
the developer and tribe. Power Plant would receive three-percent of the financing 


Empire Resorts website; Watermtu-k Investments Ltd.’s September J 3, 1993 corporate registrations with 
the Registrar General of the Commonwealth of Bermuda. 

” “Arena” Newsdav February 17, 1995; “Mohawks Enter Casino Picture” Syracuse Post-Standard 
September 27, 1995. 

Catskill Development LLC’s October 27, 1995 operating agreement, op cit. 

•' “Wisconsin Oneida Eye Casino Land,” Albany Times-Union . November 29, 2001. 

“ Power Plant Entertainment LLC (ITk/a CWF Development Fund LLC) corporate filings with Delaware 
Secretary of State, April 19, 2000 to date. 

“ “A Developer Bids on a Florida Fortune,” Baltimore Sun . March 1 4, 2004. 
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obtained by the tribe — $1 1 .7 million from the bond-issue — ^and 30-percent of the net 
revenues of the casino for a period of ten years.^'’ (Under the provisions of IGRA, if 
Power Plant had entered into a management contract with the Seminoles for a Class II 
casino, the developer would only have been able to receive a portion of net revenues for 
between for at most seven years.^^) Additionally, Power Plant would receive 30-percent 
of the net revenues of any non-gaming portions of the project (ie. the hotel and 
commercial space) for a period of 25 years.^* Under the terms of the separate 
development agreement. Power Plant would receive a developer’s fee of four-percent of 
total costs for the development projects.^’ 

In December 2004, following a seven-month investigation, the IRS issued a 
preliminary determination that the tax-exempt financing of the two Seminole casinos 
developed by Power Plant Entertainment was improper.^* A broader IRS investigation of 
Power Plant’s additional developer and financing fees paid by the tribe from the money 
received from the bond issue is reportedly ongoing.^^ 

Power Plant Investor Indicted for Tax Evasion 


Robert Toussie, who provided almost $3 million to Richard Fields to invest in 
Power Plant Entertainment, was indicted in federal court in Central Islip on four counts 
of tax evasion in June 2004.^® 

Toussie’s indictment reportedly was related to a broader investigation of Toussie 
and his son Isaac Toussie’s alleged bank fraud and predatory lending related to their 
home building and development companies in New York City and Long Island.^' In 
September 2003, Isaac Toussie was convicted of one count of fraud in federal court in 
Long Island for submitting falsified FHA loan applications for buyers of property he had 
developed.^^ 

In January of this year, Toussie reportedly struck a deal in which federal 
prosecutors agreed to drop all charges and fiirther investigations if he filed back tax 
returns and does not violate any laws in the next five months.^^ 


April 2002 Capital Trust Agency bond prospectus, pp. 98-99. 

“ 25 U.S.C. 2711 §. 12 

“ April 2002 Capital Trust Agency bond prospectus, pp. 99. 

Ibid., pp. 103. 

December 2, 2004 IRS letter to The Capital Trust Agency. 

” “IRS Seeks to Curb Financing Tactics Used by Cordish for Indian Casinos,” Baltimore Sun . December 
23, 2004. 

May 21,2004 complaint, Toussie v. Coastal Development et al,. New York County Supreme Court 
2004-601540; June 1, 2004 criminal informaticHi, USA v. Toussie. crim. 04-523 (S.D.N.Y.). 

“Four Year Probe, Developer Faces Tax Charges,” Newsdav . June 3, 2004. 

USA V. Isaac Toussie . crim. 00-20/02-1356 (E.D.N.Y.). 

“Deal Is Struck in Toussie Case,” Newsdav. Jmiuary 21, 2005. 
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In May 2004, one month before he was indicted, Toussie had sued Fields and 
Coastal Development in New York County Supreme Court for feilure pay distribution 
payments for his 1 1 -percent membership interest in Coastal Development, Fields’ 
development entity that is a partner in Power Plant Entertainment. This case is ongoing. 

Partner Rebuked by Tribe for Proposed Attempts to Ignore IGRA 

In 1999, the Seneca Nation reportedly rebuked Power Plant partner Richard 
Fields’ attempts to negotiate a development deal with the tribe after his promised 
development strategies included asserting so-called “super sovereignty” (ie. asserting a 
tribal sovereignty that precluded federal regulation of the tribe’s gaming operations).^'* In 
July 1999, less than three weeks after his first meetings with tribal representatives, the 
Seneca tribal council passed a resolution formally declaring that it had not authorized any 
relationship with Fields and his business partners, sending letters to then President 
Clinton, Governor Pataki, the NIGC and the Department of the Interior.^^ 


“ “New Player Enters Talks on Seneca Casino.” Buflalo News . June 27, 1999. 

“Senecas Quash Fields’ Efforts to Enter Talks on Casino Deal,” Buffalo News . July 2, 1 999. 
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Senate Committee on Indian Affairs 
Oversight Hearing on Taking Lands into Trust on May 18, 2005 

Response to Written Follow-Up Questions 
June 17, 2005 

1. Have the USET member tribes noticed negative impacts on non-gaming land into 
trust applications that could be attributable to gaming land applications? 

Answer: There seems to be general agreement among stakeholders 
that the controversy surrounding off-reservation land-into-trust 
acquisitions for gaming, especially those involving tribes seeking to move 
across multiple state lines, has created problems for all trust applications, 
including applications involving on-reservation fee land. In addition, 
informal discussions among lawyers at the Departments of Justice and 
Interior indicate that a few controversial gaming land applications and 
ambiguities in the Indian Gaming Regulatory Act (“IGRA”) are diverting 
resources needed to process the more than two thousand trust applications, 
most of which do not involve gaming. 


2. Your testimony is critical of so-called “reservation shopping” through assertion of 
land claims. Yet several USET tribes were able to successfully negotiate land claims 
that resulted in lands that were subsequently used for casinos. 

How do you distinguish between these situations? 

Answer: USET does not oppose restoration of lands as part of land 
claim settlement, or the use of some of the land for gaming. Recently, 
however, developers and tribes have used land claims, or the threat of land 
claims litigation, for the sole purpose of opening a casino. The sites of 
these land claims are often far and in a different state from the tribe’s 
reservation, and they are chosen for their gaming potential, rather than 
because the land is needed to restore a tribe’s homeland. There is an 
important difference between gaming on some of the land set aside for a 
tribe in a land claim settlement, and bringing a land claim solely for the 
purpose of setting up a casino in a desirable location. Congress never 
envisioned “gaming only” trust land, land that is taken into trust and made 
sovereign Indian land solely for the purpose of allowing a tribe to set up a 
casino. 


When Congress adopted the Indian Gaming Regulatory Act in 
1988 (“IGRA”), it restricted gaming on trust land that was not within a 
tribe’s reservation.. It created a general prohibition on gaming on off- 
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reservation lands acquired in trust after October 17, 1988 by the Secretary 
of Interior. Section 20(a), 25 U.S.C. Section 2719(a). One of the 
exceptions to this prohibition is for lands taken into trust as part of the 
settlement of a land claim. Section 20(b)(l)(B)(i), 25 U.S.C. Section 
2719(b)(l)(B)(i). 

Since the enactment of IGRA, we are aware of only two land claim 
settlement agreements in the eastern region that has resulted in land being 
utilized for a casino: the Seneca Nation Settlement Act of 1990 (Pub. L. 
101-503, Sec. 6, Nov. 3, 1990, 104 Stat. 1295) and the Mohegan Nation of 
Connecticut Settlement Act of 1994 (Pub. L. 103-377, Sec. 2, Oct. 19, 
1994, 108 Stat. 3501). 

Interestingly, the Seneca Nation Settlement Act does not authorize 
lands to be taken into trust. Instead, under the Act, land that the Seneca 
Nation intends to acquire is held in restricted fee status by the Seneca 
Nation. See 25 U.S.C. Section 1774f(c). Consequently, any lands it 
acquired pursuant to its land claim agreement for purposes of conducting 
gaming would not be subject to Section 20 of the IGRA, which relates to 
off-reservation land-into-trust acquisitions for gaming on lands acquired 
after 1988.' 

With regard to the Mohegan Nation of Connecticut Settlement Act 
of 1994, the United States took title to lands on behalf of the Mohegan 
Tribe to be used as the initial reservation of the Mohegan Tribe. See 25 
U.S.C. Section 1775b(a)(3). Consequently, the Secretary of Interior 
approved gaming on the Mohegan Tribe’s land under Section 
20(b)(l)(B)(ii) of IGRA, which provides an exception to the prohibition of 
gaming on lands acquired after October 17, 1988 when the lands are taken 
into trust as part of the initial reservation of an Indian tribe acknowledged 
by the Secretary under the Federal acknowledgment process. 

Consequently, we are not aware that any USET member tribe has 
utilized the land claim exception under Section 20 of IGRA to establish an 
off-reservation casino. 


Even so, in reviewing the proposed compact between New York State and the Seneca Nation, 
Secretary Norton explained that she was concerned about the increasing trend of proposed gaming ventures 
in areas far from existing reservations. She said: 

Tribes are increasingly seeking to develop gaming facilities in areas far 
from their reservations, focusing on selecting a location based on 
market potential rather than exercising governmental jurisdiction on 
existing lands. It is understandable that tribes who are geographically 
isolated may desire to look beyond the boundaries of their reservation 
to take advantage of the economic opportunities of Indian gaining. 

However, I believe that IGRA does not envision that off-reservation 
gaming would become pervasive. 


Letter to Governor George Pataki, November 12, 2002. 
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Yet, as our testimony indicates, there is an increasing trend of non- 
Indian developers and Indian nations seeking to use the land claims 
exception in Section 20 of IGRA to establish an off-reservation casino. 

The concern we raised in our testimony is that in at least twelve 
states, land claims or potential land claims are being used to promote an 
off-reservation casino in a state other than where the tribe is currently 
located. Even in the Seneca Nation example, the Seneca Nation has 
established a casino within the boundaries of the State of New York. 
Likewise, the Mohegan Tribe established a reservation within the 
boundaries of the State of Connecticut. None of the USET member tribes 
has sought to establish a casino in a different state from where it is 
currently located. 

Overt reservation-shopping by tribes that seek to cross state lines is 
a threat to IGRA as well as to the trust land process, because it calls into 
question the right of tribes to operate casinos that are otherwise not 
permitted under state law. People can understand why tribes are exempt 
from state laws where their people live and the tribe governs, including 
why state gambling laws do not apply. But tribes that have reservations in 
other states that seek trust land for casinos seem to be cashing in on a 
special privilege, rather than exercising tribal sovereignty. When a tribe 
from Oklahoma or Wisconsin sets up a casino on a small parcel of land in 
New York, it looks and feels to most citizens no different from a casino 
set up by a gaming company. The fact that gaming companies are 
prominently involved in these projects only reinforces the impression that 
the developers are hiding behind the tribes to do things that are otherwise 
illegal. 


To date the federal government has never approved an off- 
reservation casino in a state other than where the tribe currently resides. If 
such a precedent were approved, the floodgates would open of Indian 
nations seeking to move into different states where they can claim an 
aboriginal connection. There is no significant legal way to distinguish 
among a variety of competing tribes with similar claims to lands in 
different states. 

Further, there is good reason why the federal government has 
never approved an out-of-state tribe moving to another state to establish a 
casino. The dynamics in such situations undermine key elements of 
existing federal Indian policy. 


For example, a tribe located in Oklahoma that is seeking to 
establish a reservation in a different state will act differently than a tribe 
seeking to establish a reservation within the boundaries of the state where 
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it currently resides. The members of the tribe located in Oklahoma live in 
Oklahoma. Consequently, the tribe is willing to agree to terms in the other 
state that it knows will not impact its people in Oklahoma. The tribe will 
agree to waive its sovereignty, subject itself to state and local jurisdiction, 
and agree to extraordinary revenue sharing demands from the far away 
state. These concessions will not hurt the tribe’s people in Oklahoma. 
However, these concessions significantly undermine Indian people and 
Indian governments located in the targeted state and who have been 
fighting to preserve their sovereignty. 

In addition, the out-of-state tribe is not constrained by principles of 
comity that result from living next to non-Indian neighbors. With regard 
to an in-state Indian nation, the children of this nation likely go to school 
with their non-Indian neighbors. They go to the same stores. They 
worship in the same churches. This relationship will inform how each 
party relates to each other. The out-of-state tribe is not bound in this way. 
Decisions are made by a government located hundreds of miles away and 
in a different state. 

We urge the Committee to eliminate the “land claims” exception 
under Section 20 of IGRA for tribes seeking to use the land claim 
exception to move across state boundaries. If this provision is left 
undisturbed, developers will continue to promote casino deals in lucrative 
markets in any state where an Indian tribe can claim an aboriginal 
connection. 

Have any of the USET member tribes raised these eoncerns with the 
Department of Interior? If so, what was their response? 

Answer; Beginning in 2002, USET and USET-member tribes have 
raised concerns with the Department of Interior about out-of-state tribes 
seeking to establish jurisdiction in states other than where they currently 
reside. In 2002, the Oklahoma Seneca-Cayuga Tribe (“Tribe”) purchased 
land in Aurelius, New York and claimed jurisdiction over this land. The 
Seneca-Cayuga Tribe intended to construct a Class II high stakes bingo 
hall. Further, the Tribe asserted that because its gaming ordinance was not 
site-specific, it could operate the bingo hall without obtaining any 
additional federal approval. This activity prompted immediate reaction 
from the Cayuga Nation of New York, which strongly opposed the 
Seneca-Cayuga Tribe’s effort. 

As our testimony indicates, this activity resulted in USET 
becoming the first American Indian organization to adopt a resolution in 
February 2003 voicing opposition to “reservation shopping.” The 
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resolution called on the U.S. Department of the Interior to clarify its policy 
against this activity.^ 

Later that same year, in October 2003, USET passed a second 
resolution which called on Congress to oppose the efforts of out-of-state 
tribes to govern land or establish casinos in different states.^ 

This year, USET adopted a resolution for the third time opposing 
reservation shopping.'* The resolution includes the following admonition 
to Congress: 

Resolved that the USET Board of Directors calls upon the United States 
Congress to enact legislation that would prohibit, and oppose any 
legislation that would allow, individual Indian Nations or Tribes from 
establishing a reservation, acquiring trust land or exercising governmental 
jurisdiction in a state other than the state where they are currently located 
or at a remote location to which they have no aboriginal connection. . ..’ 

Pursuant to USET’s established protocol, each of these Resolutions was 
delivered to Secretary Gale Norton. Each called on the Department to 
affirmatively prohibit this kind of reservation shopping. 

In the fall of 2004 , USET sent a letter to Secretary Norton raising 
concerns with a new Department policy that the Secretary would no longer 
consider geographical distances in conducting a two-part determination 
under Section 20 of IGRA to determine if gaming can be conducted on 
off-reservation land-into-trust acquisitions. This letter called on Secretary 
Norton to refrain from implementing this policy until the Department 
conducted a full consultation with Indian governments pursuant to existing 
federal Executive Orders.^ 


^ Illegal Gaming by the Seneca-Cayuga Tribe of Oklahoma in the State of New York, USET, Inc, Res. No. 
2003:057, Feb. 6, 2003 (See Exhibit 1 to USET’s Written Statement) 

’ Illegal Efforts by Certain Indian Nations to Exercise Governmental Jurisdiction over Non-Tribal Lands, 
USET, Inc. Res. No. 2004:012, October 23, 2003. (See Exhibit 2 to USET’s Written Statement) 
Reservation Shopping, USET, Inc. Res. No. 2005:022, Feb. 10, 2005 (See Exhibit 3 to USET’s Written 
Statement) 

^ Id. 

‘ This new policy was announced by the Principal Deputy Assistant Director of Indian Affairs in 
testimony before the House Committee on Resources in 2004: 

Therefore, while the trust acquisition regulations provide broad 
discretion. Section 20(b)(1)(A) does not authorize the Secretary to 
consider other criteria [i.e., geographical distances] in making her two- 
part determination, thus limiting her decision-making to that degree. 

Oversight Hearing on Gaming on Off Reservation Restored and Newly-Acquired Lands Before the House 
Comm, on Resources, 108th Cong. (2004) (statement of Aurene Martin, Principal Deputy Assistant 
Director, Indian Affairs, U.S. Dep’t of Interior). 
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In addition, USET and USET member tribes have participated in 
numerous meetings with representatives of the Department of Interior on 
the subject of proposals of Indian nations and non-Indian casino 
developers seeking to establish casinos if different states. 

We believe the Department of Interior has the authority to 
implement a policy that would address much of the reservation shopping 
problem. To date, the Department has declined to do so even though 
Secretary Norton has expressed concerns with off-reservation land-into- 
trust proposals 

On May 20, 2005, the Department disapproved a proposed Class III 
gaming compact between Governor Kulongoski of Oregon and the Warm 
Springs Reservation of Oregon. The Compact would have regulated 
gaming on an off-reservation site that has not yet been taken into trust. 
This disapproval marked a reversal in policy when dealing with proposed 
compacts where a land-into-trust application is pending. In the past, the 
Department would approve a compact before land was taken into trust. 
This letter indicates that the Department will no longer do that. 

The rationale for the disapproval is that IGRA authorizes the Secretary 
to approve a tribal-state compact between a tribe and a State governing 
land “on Indian lands of such Indian tribe.” The letter points out that 
IGRA does not authorize the Secretary to approve a compact for the 
gaming on lands that “are not now, and may never be, Indian lands. . .” 

The letter notes that the tribe must still undergo a rigorous application 
process under 25 CFR Part 151. And, the letter points out that IGRA also 
imposes a two-part determination before land can be taken into trust for 
gaming. 

Some have surmised that the controversy over off-reservation gaming 
proposals played a role on the Department adopting this new policy. 

On May 19, 2005, Congressman Frank Wolf sent a letter to President 
Bush asking for an immediate two-year moratorium on the opening of any 
more tribal casinos until Congress can thoroughly review the IGRA. He 
attached a Congressional Research Service memo, which he requested, 
detailing options the administration could take, including (1) withdrawing 
authority to recognize new tribes; (2) directing that regulations be issued 
for land acquisition for gaming purposes and that regulations be rescinded 
for issuing procedures for class III gaming in the absence of a tribal-state 
compact; and (3) directing the Attorney General to take certain steps to 
enforce laws against illegal Indian gaming operations. The letter 
references the a discussion draft circulated by Chairman Richard Pombo to 
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address “reservation shopping” but ads that an immediate moratorium is 
warranted until Congress fully considers such proposals. 


3. Have the off-reservation proposals had any noticeable impact on the 
relationships your member tribes have with their respective states and local 
communities? 


Answer: Off reservation gaming proposals from Indian nations 
located in other states have had a significantly detrimental impact on some 
of our member Indian governments. As indicated in our response to the 
first part of Question 2, an out-of-state tribe will is willing to agree to 
terms in the another state that it knows will not impact its people on its 
existing reservation. The tribe will agree to waive its sovereignty, subject 
itself to state and local jurisdiction, and agree to extraordinary revenue 
sharing demands from the far away state. These concessions significantly 
undermine Indian people and Indian governments located in the targeted 
state and who have been fighting to preserve their sovereignty. The 
Governor who is negotiating with the out-of-state tribe will ask the in-state 
tribe why it cannot be as “reasonable” as the out-of-state tribe. 

4. You mention concerns that non-Indian developers may be driving some of the 
interest in off-reservation proposals. 

What type of disclosures by developers do you suggest would address this 
concern while respecting the sovereignty of tribal governments? 


Do you have any recommendations on how to provide appropriate Federal 
scrutiny of these speculative type arrangements? 

Answer: The Committee may want to consider amending the 
IGRA to ensure that deals between developers and tribes are subject to 
federal scrutiny. Federal law has at times established mechanisms to 
safeguard an Indian nation from being victimized, especially where the 
Indian nation is economically susceptible to shady dealing. In the gaming 
context, the IGRA provides that a gaming management contract undergo 
federal scrutiny and approval. Basically, the IGRA limits the length of the 
term of a management contract and the fees for the management contract 
and requires that the key personnel survive a criminal background check. 

These provisions are meant to protect an Indian government while 
respecting the sovereignty of the tribe. Unfortunately, it is easy to 
circumvent these protections since they only apply to management 
contracts. There are other key actors involved in casino deals that are not 
required to undergo federal scrutiny or whose financial dealings with 
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tribes are not constrained. In the casino proposal context, developers, 
lawyers and lobbyists may all have a significant financial stake in a project 
with revenue sharing components or financing components that are never 
disclosed. As the report USET attached to its written testimony indicated, 
some of these developers would be likely to fail a criminal background 
check. And, when management contracts, development fees, finder’s fees, 
and financing fees are totaled, tribes may be paying well over 50 percent 
of its revenues to these non-Indian dealmakers. Consequently, the 
Committee should consider that financing arrangements, success fees, and 
any contract that requires a percentage of revenues be subject to federal 
scrutiny and limitations. Some of our member tribes have indicated a 
willingness to discuss the details of these kinds of deals in depth with the 
Committee to help it have a better understanding of what is involved and 
how to address these arrangements. 
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Good morning Chairman McCain, Vice Chairman Dorgan and Members of the 
Committee. My name is David K. Sprague. Since 1 992, 1 have served as Chairman of 
the Match-E-Be-Nash-She-Wish Band of the Pottawatomi Indians, also known as the 
Gun Lake Tribe. Our Tribal homeland and people have always been located in Western 
Michigan. Today, we sit before the Committee as a federally-recognized tribe, but also a 
“landless tribe” in the final stages of the administrative land into trust process where 
ultimately the United States will accept title to lands in Allegan County, Michigan on 
behalf of our Tribe. 


The history of the eleven (I !) federally recognized Indian tribes in the State of Michigan 
is unique. As you may be aware, the relationship between the United States and the 
Indian tribes in Michigan is wrought with failures by the United States to adhere to 
federal policies and treaties. As a result, several treaty tribes were left off the list of 
federally recognized Indian tribes. Some of those Indian tribes had to rectify the failure 
of the United States and were recognized through enactal legislation that was supported 
by this Committee. In turn, they have acquired trust land for their homelands where they 
now exercise self-governance and conduct economic development. 


1743 142nd Ave., PO BOX 218 Dorr. MI 49323 - Telephone: (616) 681-8830 Fax: (616) 681-8836 
www.mbpi.cwg 
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Our Tribe has taken a different course; we applied for federal acknowledgment under the 
regulatory process administered by the Bureau of Indian Affairs (“BIA”). After seven (7) 
years in the process, we finally achieved federal acknowledgement as an Indian tribe in 
1999. As a result of our “playing by the rules,” the restoration of a homeland for our 
Tribe has been delayed longer than any other federally recognized Indian tribe in 
Michigan. 

Pursuant to our federal acknowledgement, the Tribal government administers Tribal self 
determination programs and services, creates tribal jobs and has develops an 
administrative structure that is leading the Tribe toward the goal of self-sufficiency. 
Every day, despite our landless status, our Tribal Council exercises self-determination 
and makes decisions for the bettennent of our people as a sovereign nation. For example, 
we have complied with the procedures of the Native American Housing Assistance and 
Self Determination Act to obtain financing for Tribal housing. We have also benefited 
from Tribal Priority Allocations (TPA) administered by the BIA, which arc perhaps one 
of the most important resources for the development of tribal inifastructure. The TPA 
funding received to date has allowed us to operate our tribal government and has made 
our path to self determination a reality. 

But TPA funding is inadequate. We must continue to strengthen our Tribe. Because of 
the inadequacy of the funding we had to make tough decisions. As you know Senators, 
government officials have to make tough decisions for the good of the people they 
represent. Therefore, as a self-governing body we decided to investigate the economic 
development option that Indian gaming provides under the Indian Gaming Regulatory 
Act (“IGRA”) to help to our tribe exercise self-reliance. We negotiated agreements with 
our business partners, MPM Enterprises, LLP and Station Casinos, Inc., and moved 
forward pursuant to the process governed under the IGRA to establish a casino. 

Our business partners are reputable and established companies and are in the process of 
complying with the National Indian Gaming Commission background investigation 
requirements. In fact. Station Casinos, Inc. has been licensed numerous times by the State 
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of Nevada to own and operate gaming facilities and has also been licensed by the 
National Indian Gaming Commission to manage the success&l Thunder Valley Casino in 
Placer County, California, which is owned by the United Auburn Indian Community. 

As you know, an Indian Tribe must accomplish three things in order to conduct Class III 
gaming in Michigan. First, it must be federally-recognized. Second, it must have a 
reservation or land held in trust by the federal government on the tribe’s behalf. Third, it 
must have an effective gaming compact with the State of Michigan. Today, after years of 
hardship, we have nearly completed our journey to what we believe will be a better 
future. 

History of Tribal Recognition 

We have long and established ties to an area that is now Western Michigan. The Gun 
Lake Tribe descends primarily from the Pottawatomi Band, led by Chief Match-E-Be- 
Nash-She-Wish. Prior to European contact, the Gun Lake Tribe used and occupied lands 
in the Great Lakes area, in what is now known as present-day Michigan’s Lower 
Peninsula. This is where we live today. In the late 1700s, the Gun Lake Tribe lived under 
the direction of Chief Match-E-Be-Nash-She-Wish at a village at Kalamazoo, which we 
called “Kekamazoo,” and which is located near where Michigan Highway 43 crosses the 
Kalamazoo River. The village was described as being at the “head of the Kalamazoo 
River,” or the area as far up the river as one could travel with loaded barges before the 
river became too shallow for travel. 

In 1821, the Michigan Indian Tribes and the United States entered into the 1821 Chicago 
Treaty, under which the Indian tribes ceded all Michigan land south of the Grand River to 
the United States. Match-E-Be-Nash-She-Wish signed this treaty on behalf of the Gun 
Lake Tribe and secured, for the Tribe, a three (3) square miles of land at Kalamazoo. 
Today, downtown Kalamazoo and Western Michigan University’s main campus are 
located approximately in the center of the three (3) square mile area, which was known as 
the Match-E-Be-Nash-She-Wish Reservation. 
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Despite previous treaties between the United States and the Michigan tribes, and despite 
the huge amounts of land ceded, pressure continued on the Tribe to cede more land. In 
1827, Match-E-Be-Nash-She-Wish agreed to cede his small reservation at Kalamazoo for 
an equal size land base adjacent to the Nottawaseppi Reservation near Mendon. 
However, the Tribe was never paid for the land cession, nor did they move to this 
location. Before the land could be surveyed and provided to Match-E-Be-Nash-She-Wish 
and his Tribe, all the major chiefs in southwest Michigan except Match-E-Be-Nash-She- 
Wish signed the 1833 Chicago Treaty, ceding their land rights to the United States. 
Then, to avoid a forced removal to Ktinsas as a “hostile” Band, the Match-E-Be-Nash- 
She-Wish Tribe moved north, first to Cooper, then to Plainwell, then to Martin, and 
finally to Bradley in 1839. Tribal members maintained a connection with the Kalamazoo 
area into the 20'*' century, as residents of the Bradley settlement would collectively move 
south to the Kalamazoo River during the summer months to camp, fish, and socialize. 
The United States never fulfilled its treaty obligation to make payment for the Gun Lake 
Tribe’s Kalamazoo land cession. 

In 1839 in Bradley, Allegan County, the Tribe placed itself under the protection of an 
Episcopalian Mission while the Tribe occupied what was known as the Griswold Colony, 
or Bradley settlement. Indian colonies like the Griswold Colony were established 
pursuant to the 1819 Civilization Act, which allowed five participating denominations to 
establish trust agreements, in which the missionary societies would hold land in trust for 
the Indians, build churches and schools, clear and fence fields, teach farming techniques, 
and make blacksmiths and mills available to the tribes. 

Funding for the Griswold Colony had been set by treaty for 20 years. In 1855, the 
assistance provided by the treaty came to an end and a new treaty was made with the 
Tribe whereby they were granted outright ownership of lands in Oceana County near 
Pentwater, Michigan. The majority of the Griswold Indians took advantage of the 
provisions of the new treaty and moved northward, while a few families stayed behind. 
Within 10 years, however, most of the Griswold Indians had lost their lands in Oceana 
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County, and many returned to the mission grounds, which had not been disposed of, 
despite the fact that the work there had come to an end. The Indians lost their lands in 
Oceana County not to taxes, but because the patents to the lands were never delivered to 
those that held land certificates, and thus the land selection process in Oceana County 
was never legally completed by the United States government. 

When the land patents were not delivered, the Gun Lake Tribal members returned to 
Allegan County, to the 360 acre reservation that was still in trust with Bishop McCoskry. 
However, during the period when some members lived in Oceana, the reservation 
members that remained behind refused to pay Allegan county taxes on the reservation 
lands, based on treaty rights. Tribal members returning from Oceana County met with 
court action by Allegan County and the reservation land was put up for sale for back 
taxes. Within a few years, practically all of the Tribal members had lost their land to 
non-Indians for failure to pay their taxes. 

In 1 890, pursuant to federal law allowing the “Pottawatomi Indians of Michigan and 
Indiana” to receive a payment from the United States for past annuities, the Pokagon 
Band and Nottawaseppi Pottawatomi filed cases in federal court. However, only the 
Pokagon Band was paid, and not the Allegan County Pottawatomi es, our Tribe. In 1899, 
the Supreme Court ruled that the Allegan County Indians were also eligible to share in 
the judgment. The Taggart Roll was developed to establish the additional parties to be 
paid, and it contains 268 Pottawatomi Indian names, many of whom are descendants of 
Match-E-Be-Nash-She-Wish’s Band. The Bradley Indian community used the funds to 
expand and acquire land in the area. 

The Tribe had unambiguous previous Federal acknowledgment, which is demonstrated 
by treaties extending at least through the 1855 Treaty of Detroit with the Ottawa and 
Chippewa Indians of Michigan, to which the Tribe’s chief was a signatory, through the 
1870 date at which annuity payments under prior treaties were commuted, and through 
their inclusion on the Taggart Roll in (year). There was never an express congressional 
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legislation tenninating the Tribe; the Tribe was simply passed over for a Treaty before 
treaty making ended in 1871. 

Over one hundred years later, in 1992, the Gun Lake Tribe petitioned the Bureau of 
Indian Affairs for acknowledgment. In August of 1999, the Tribe was acknowledged as a 
federally recognized Indian Tribe, re-establishing their govemment-to-govemment 
relationship with the United States. 

Since restoration as a federally acknowledged tribe, the Tribe has identified an area in 
Allegan County, within the Wayland Township, as a proposed site to place in trust for the 
benefit of its members. In fact, many of the Tribe's approximately 300 members 
currently reside in the Allegan area. The Tribe chose to remain in Allegan County 
because it is part of the Tribe’s aboriginal lands and the land on which the Tribe has lived 
since 1839. 

Land Taken Into Trust 

After gaining federal acknowledgment in 1999, Gun Lake identified suitable land 
for economic development, with the intent to build a casino. The proposed site is 
located in an industrially zoned area. The location of the proposed casino facility 
lies between a highway and railroad tracks and will occupy an empty industrial 
building that was once used for the manufacture of lawn-care products. The Tribe 
submitted its fee to trust application pursuant to 25 C.F.R. §151 et seq., to the 
Minneapolis Area office of the BIA on August 12, 2001 . 

As part of the fee to trust application to take land into trust for gaming purposes, the 
Tribe and the BIA conducted an Envirorunental Assessment in satisfaction of the 
requirements of the National Environmental Policy Act (NEPA). Our Tribe is highly 
sensitive to our environment and the natural world. That is why we have made every 
effort to be extraordinarily cooperative and responsive to the BIA during the agency’s 
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determination of whether our casino project might pose a significant impact on the 
environment of West Michigan. 

As you know, the federal regulations require compliance with the NEPA. Compliance 
with NEPA is achieved if an Environmental Assessment (EA) of the proposed project 
results in a Finding of No Significant Impact, to the environment by the BIA — often 
referred to as a FONSI. However, NEPA requires that if the BIA finds that a project has a 
significant impact on the human environment, an Environmental Impact Statement must 
written by the agency. 

Over a three (3) year period, beginning in mid-2002, the Tribe worked closely with the 
Regional Office of Bureau of Indian Affairs environmental resources experts to produce 
an Environmental Assessment (“EA”). The Tribe prepared several revisions of the EA 
following comments from both the BIA and the public. During an extensive and 
atypically long 75-day public comment period, as compared to the normal 30 day 
comment period (November 2002 - February 2003), Michigan citizens and local 
government officials submitted over 300 letters with project comments and concerns to 
the BIA. Each public comment, as reflected in the administrative record, was 
painstakingly reviewed by the BIA. In the end the EA examined everything from the 
projects’ effects on the water supply to traffic, and from effects on animals in the 
surrounding area and air quality. In addition, since such great scrutiny is placed on casino 
projects, the EA examined the effects of secondary development over a period of time 
resulting from the casino and its operations and examined whether the Tribe should 
explore alternatives to this project. 

After an exhaustive review of the evidence and the extensive public comment, the BIA 
concluded that a FONSI was appropriate, and with this finding of no significant impact, 
an EIS is not required. The BIA issued the FONSI on February 27, 2004, over 14 months 
ago. Since then the Tribe has been waiting for the BIA to issue a Notice of Intent to take 
the land into trust for the Gun Lake Tribe. No regulation or law provided for such a 
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delay. Only last Friday, May 13, 2005 did the BIA finally publish in the Federal Register 
its intent to place the land in trust. 

Gaming Compact 

Finally, before the Tribe can conduct Class III gaming, it needs a gaming compact 
with the State approved by the Michigan legislature. Eleven (11) federally recognized 
Tribes in Michigan have gaming compacts that were negotiated by former Governor John 
Engler, and subsequently approved by the Legislature. Currently, 23 Indian gaming 
casinos are operating in the State of Michigan. 

On December 5, 2000, the Tribe submitted a Class III Tribal Compact to the 
Legislature. A resolution passed the House and the Senate. The Compact was approved 
in both chambers and was ordered enrolled and presented to the Governor. On December 
30, 2000, Governor Engler wrote a detailed letter declining to sign the approved Compact 
due to a perceived personal conflict, and urged incoming Governor Granholm to sign the 
Compact. Since that time, the Tribe has worked diligently with Governor Granholm. We 
are hopeful that the Governor will sign the Compact now that the BIA has published the 
Notice of Intent to place the land in trust for the Tribe. 


The Project is Widely Supported 

Gun Lake’s project has received broad support from the neighboring 
communities. Throughout this process, no state or local governmental entity has 
objected to the proposed acquisition. As part of the public comment period for 
the Environmental Assessment, the BIA received letters supporting the Tribe’s 
proposed land acquisition and development from the following 
groups/individuals: 


o Kalamazoo Chamber of Commerce 
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o Kalamazoo County Convention and Visitors Bureau 
o Wayland Township 

o International Brotherhood of Electrical Workers 
o City of Wayland 
o City of Allegan 
o Barry County Economic Alliance 
o Gun Lake Area Chamber of Commerce 
o Allegan County Health Department 
o Wayland Area Chamber of Commerce 
o Plainwell Chamber of Commerce 
o Plumbers/Pipe Fitters Union 
o Dorr Township 

o Barry County Area Chamber of Commerce 
o Allegan County Board of Commissioners 
o Wayland City Police 
o Deputy Sheriffs Association of Michigan 
o West Michigan Economic Alliance 

The support is truly gratifying and greatly welcome, but should come as no surprise given 
the fact that the Gun Lake Casino is expected to bring 4,300 new jobs to the area, as well 
as local supplier purchases, local and state revenue sharing, a proven recreational 
attraction, and other economic development to a very economically depressed area. 

I wish to sincerely express my appreciation for the honor and privilege of having been 
invited to present testimony to Committee today. I am happy to answer any questions you 
have of me. 
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Finding of No Significant Impact 

Propoied Match-&-Be-N«ih-Siie>W»b Band of Fottawatomi Indians 
Gamiiig and Entertainment Facility In Wayland Township, Allegan Conniy, Mldiigan 

Based on die D^ember 2003 Environmental Assessment (BA) for the Proposed 
Maldit'E-Be-Nash-Slie-Wish Band of Pottawatomi Indians (Tribe) Gaming ami Entertainment 
Facility located in Wayland Township, Allegan County. Mi^ngan and corrs^cmding mitigation 
measures, 1 have deteimined that implementation of the proposed fee-to-tmst acquiaitioii, a federal 
action by the Bur^ of Indian Affairs, will have no sigi^cant impact on the quality of tl»! hum^ 
^vironment. Therefore, in acc<»daiice with Section 1 02(2Xc) of the Nidonal Enviromimtai Policy 
Act of 1969, as ammded, an Environmental hnpact Statement will not be required. 

Hus det^roination is supported by the following findings: 

1 . Federal and state agencies and the public were involved in identifying environmental issues 
mlated to the proposed action. See EA Appendices A, C, F, G, I, K, L, N and P. The EA conmins 
a list of agencies, tribal govemments and individuals that were contacted. See EA Chapter 6, 
Consultation and Coordination. The BA also contmns responses to specific comments and describes 
mvisimis to the EA in response to comments. See BA Appendix Q. 

2. Alternative courses of action were developed in response to enviroTunental concerns and 
issues related to the proposed action. See Chapter 2, Alternatives. The EA discloses die 
environmental consequences ofthepn^posed action and the no-action alternative. See^A Ch^ter 
4, Environmental Consequences. The EA assesses compliance of the alternatives with appticable 
environmental mandates, and includes infoRnation that supports a finding of no significant impact. 

3. The BA describes protective mitigation measures that will be levied to protect the human 
environment, particularly public safety and water quality. See EA Chapter 5, Mitigation Measures. 
The EA describes permitting processes and other enforceable mechanisms that are m place to ensure 
that the Tribe completes mitigation measures to protect key resources. See Ch^ters 4 and 5, ami 
EA Section l.t.l. 

4. The £A finds that the proposed action will not jeopardize federal or state-listed threateuied 
and endangered sp^ics because such species do not occur on die proposed site. See EA Section 
4.3.3 and EA Appmdix C. The U.S. Fish and Wildlife Service and the Michigan Department of 
Natural Resources concur with this finding. See EA Appendix I. The proposed action is in 
compliance with the Farmland Protection Policy Act, and will not result in the conversion of 
federally designated Prime and Unique Fannland. See EA Section 4.6.4 and EA Appendix G. 

5. The EA finds that the proposed action is in compliance widi the H^onal Historic 
Preservation Act, and that no historic properties will be affected imder the proposed action. See EA 
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Section 4.4. The State Historic Pieservation Officer conotBS with this finding. SceEA Appeoto 
L. Should ondisoovered archeological remains be encountered during project ground-dlatuibing 
activities, woric sball be halted in the area of discovery and the aiti&ct shall be professionally 
evaluated. See £A Section S.4. 

6. The EA finds that impacts to public health and safety will not be significant. See EA 
Sections 4.5, 4.6, and 4.7. The EA contains agreerncats that commit the Tribe to pay for law 
^fixccement and fire protection services that would be required under die proposal action. See EA 
Appendix A. Further, the Tiibal^State Gaming Comfit contains reveame sharing provisions that 
will be used as mifigation to help fimd governmental infiastructuro and services that would be 
impactol by file proposed action. 5!ee EA Appoidix P (Comment Letter NN). The BA describes 
enforceable mitigation that will sufficiently reduce traffic impacts to a minimum. See EA Sections 
4.6. t, 5.6.1 and £A ^>pendix D. The EA also finds that the proposed ostion is in compliance with 
the Clean Air Act and the National Ambient AirQuality Standards (NAAQS). See EA Section 4.6.2. 
Because file proposed action would he located in an attainment area for all of EPA’s current priority 
pollutants, a general confonnity determination is not required. The EA also describes mitigation of 
water qusdiQr in^acts made enforceable throu^ the EPA permitting process. See BA Sections 4.2 
and 5.2.2. 

7. The EA finds that the proposed action will not be located in a floodplain, and will not 
intensify downstream flooding risk in compliance with Exec. Order No. 11988 (Floodplain 
Mana^ment). See EA Section 4.2 J:, The EA also finds that the proposed action will not adversely 
impact wetlands, and that the proposed action will be in compliance with Exec. Order No. 1 1990 
^otectionofWeUands) Bisection 404 ofthc Clean Water Act. ^ecEASectlon 4.3.1. APart 
303 permit fiom the Michigan Department of Enviromnoital Quality will ensure thnr impacts to 
wetlands located adjacent to the proposed trust acquisition site along 1 29*^ Avenue are minimized 
and are m compliance with state wetlands statutes. 5ee £A Section 5.3. Discharge limitarioDs 

contained in a Nation^ Pollutant Discharge Elimination System permit will ensure that wastewater 
impacts to water quality from the on-site wastewater management system will not be significant. 
See EA Sections 4.2.3 and 5.2.2, 


S, The EA an^yzes the cumulative impacts of the proposed action and finds that they will not 
be M^ficant. See BA Section 4.8. The EA categorizes fiirec geographic areas whoe indirect 
growth IS reasonably foreseeable, and finds that induced growth will occur, but that its effects will 
not be significant See EA Section 4.9. 


tu proposed action would improve the economic and social conditions 

of the Tnbe by meeting the purpose and need for the action identified in EA Section 1 .3. See EA 
SwUon 4.5. The EA also finds that fite proposed action will benefit the local economy by creating 
jobs and mcreasi^ local spendmg. See EA Section 4.5.1 and EA Appendix H. Hie EA finds that 
the proposed action is m compliance with Exec. Order No. I289S (Federal Actions to Address 
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Bnviionmentel Justice in Minority Populations and Low tooome Populations) because the proposed 
action will cause no disproportionately tiigh adverse inqiacts specific to minority or low-income 
popuMons. See EA Section 4.5,5. 


(liiJuLL hUKacfal. 

Aur^M. Maztin 

Prixicipfd Assistant Secretary - Indian ASairs 
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SUMMARY SHEET 

GUN LAKE GAMING AND ENTERTAINMENT FACILITY 
ENVIRONMENTAL ASSESSMENT 

This Final Environmental Assessment (EA) has been prepared in accordance with the Bureau of Indian Affairs’ 
(BIA) National Environmental Policy Act (NEPA) Guidelines (30 BIAM vSupplement 1) and the National Indian 
Gaming Commission’s (NIGC) NEPA guidelines. Tliese policies and guidelines require the BIA, NIGC, and the 
Match-E-Be-Nash-She-Wish Band of Pottavratomi Indians (Gun Lake Tribe or Tribe) to collectively comply with 
NEPA and applicable law as mandated by the Council on Enviionniental (Quality (CEQ) for proposed actions that 
may affect the environment The BIA circulated a Draft EA in November 2002 to the public and government 
agencies for comment. TTie BIA received and reviewed numerous comments during the 75-day public comment 
period that ended on February 10, 2003. Representative consnent letters and responses are attached to this Final EA 
in Appendices P and Q. Public and agency comments were carefully considered in toe preparation of this Final EA. 

Project Description 

The Proposed Actions consist of the conveyance of a 146-acrc site (project site or site) from private ownership into 
federal trust status by the BIA for the benefit of the Match-E-Be-Nash-Shc-Wish Band of Pottawatomi Indians 
pursuant to Section 151 of Title 25 of the Code of Federal Regulations (C.F.R.), toe approval of a management 
contract by the NIGC between the Tribe and a casino management company, and the resulting development of a 
193,500 square foot casino on-site. The project site is located in Wayland Township, Allegan County in soutowest 
Michigan. The casino would be located primarily in an existing single story industrial building that will be 
converted for casino use. The trust action would shift jurisdiction over land use matters on the site from Wayland 
Township and Allegan County to the Gun Lake Tribe and the federal government, except as otherwise agreed. It is 
the intent of toe Tribe to negotiate such agreements. For instance, the Tribe has signed agreements with the AUegan 
Q^rnty Sheriffs Office and toe City of Wayland by wtoicb they will provide general law enforcement and fire 
protection services to the project site. Wayland Area Emergency Medical Services has communicated the intent to 
provide emergency medical services for the project site. In addition, Wayland Township has expressed interost in 
“wording) as a partnership with the Gim Lake Tribe to create economic opportunities within toe Township” (see 
Appendix A). 

Federal Lead Agency Under Nepa Federal Cooperating Agency Under Nepa 

United Stales Department of toe Interior National Indian Gaming Commission 

Bureau of Indian Affiiirs 1441 L Street, NW 9* Floor 

Midwest Regional Office Washington, D.C. 20005 

Henry Whipple Federal Building 

One FederaJ Drive, Room 550 

Ft. SnelUng, MN 55111 

Applicant 

Match-E-Be-Nash-She-Wish Band of Pottawatomi Indians 
P.O. Box 218 
Dorr. MI 49323 
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MICHIGAN CONSULTANTS 
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517-482-0790 

mlchigan-consultants.com 


Jacob Miklojcik, President 
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ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
ALLEGAN COUNTY NATIVE AMERICAN CASINO— OCTOBER 2002 


CHAPTER ONE 
INTRODUCTION 


PURPOSE 

The Match-E-Be-Nash-She-Wish Tribe (also referred to as the Gun Lake Band of 
PottawatomI) has attained full recognition from the federal government. The Tribe 
has announced the intention to take land into trust in Wayland Township in 
Allegan County. A modem gaming facility is planned for the property, utilizing a 
building that was previously used for industrial purposes. This report reviews the 
economic and other impacts most likely to occur in the area after the casino 
opens. This document serves as one section of the overall set of information 
submitted to the federal government. 

The document updates a similar report prepared in the autumn of 2000, and then 
updated in 2001 . None of the concepts and key findings in the earlier reports 
have been significantly altered. The additions primarily involve the following; 

■ Updates to demographic statistics utilizing the continued release of 
2000 Census information, 

• An updated review of other gaming options (competition). 

■ Updated state, county and regional employment figures. 

• Further information pertaining to job creation efforts in the county. 

" Additional clarity on the plans for the facility. 

Michigan is presently host to 1 7 Native American casinos and three "commercial" 
casinos in Detroit, plus there are hundreds of Native American and commercial 
casinos in other states. The experience in the host counties where these other 
facilities are located provides a strong foundation of historic information to 
consider in evaluating the likely impacts of an Allegan casino. 

KEY ASSUMPTIONS 

Facility characteristics 

The report assumes the facility is located on the announced site in Wayland 
Township. The casino will operate the popular electronic games of chance (often 
referred to as "slots") and the typical table games. It is assumed that the facility 
includes restaurants, lounges, and a small gift shop/retail area, with on-site 
parking for approximately 3,500 cars. 
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As the market figures detailed in the report will justify, it is expected that the 
facility will house approximately 2,500 electronic games of chance, up to 60 table 
games, and a poker area. 

Full operation and phasing 

The impacts presented here are based upon full operation of the facility. For 
convenience, this is viewed as occurring during the third year after opening. It 
may happen much sooner. Even if the facility is opened in phases, some 
impacts would be realized during the first year. Indeed, various economic 
impacts will be occurring even before the facility opens, stemming from the 
dollars brought to the area during construction. 

Competition 

The analysis assumes that there wilt be 19 Native American casinos operating in 
Michigan at the time of opening (1 7 existing, plus one in Berrien County and one 
in Calhoun County), plus 3 commercial casinos in the City of Detroit. It also 
assumes that slot machines are not allowed at racetracks or taverns. The 
competitive situation is further reviewed in following Sections. 

Economy 

The analysis assumes a reasonably strong Michigan economy, although not one 
possessing the extremely vigorous attributes of the late 1990's. A continued 
recession would not be expected to substantially diminish the job creation and 
public revenues that the casino is likely to provide. Indeed, even if the present 
recession cuts deeper and does restrict casino revenues, the jobs and public 
revenues created by casino would prove to be even more important to the 
Allegan economy, because of recessionary impacts on other employers. 

Local agreements 

Typically, Native American casinos in Michigan operate under written compacts 
with the Governor of the State of Michigan. Written agreements with local 
governmental entities are also signed in some locations. For this report, it Is 
assumed that the eventual final compact/agreements that will be signed by the 
Tribe will be similar in scope and content to the most recent state compacts 
signed by four tribes in 1998. This includes language that governs the amount of 
payments to local and state government, and how local dollars are disbursed. 
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The Gun Lake Tribe has already entered into discussions and agreements with 
local agencies regarding various issues. These are discussed in other sections 
of the overall federal submittal. 

FORMAT OF STUDY 

The report is divided into six Chapters. This first introduces the report and 
assumptions. The second Chapter provides a statistical review of Allegan County 
and information involving the region. These data sets are used as reference 
points for the impact analyses. 

Chapter Three develops a market scenario for the facility. It uses prudent 
assumptions and an explicit methodology to develop customer and revenue 
figures for a casino facility in Allegan County. 

Chapter Four utilizes the customer and revenue scenarios to develop a profile for 
the total employment that would be created. The new jobs include on-site 
employment, off-site employment (both from customer spending and contracting 
by the casino with local companies), and induced employment (created by the 
sequential rounds of employee spending). The Chapter also provides a scenario 
for the revenue payment figures generated, based on the model established by 
the most recent Native American/State Compacts. 

Chapter Five reviews the impacts the jobs will create on population and housing 
in the county and region. Chapter Six reviews a variety of impacts that are not 
solely economic in nature (although all impacts in some fashion do relate to 
economics). 
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CHAPTER TWO 

ALLEGAN COUNTY BACKGROUND INFORMATION 


PURPOSE 

This Chapter establishes a statistical base for the analysis provided in folloviring 
chapters. Statistical reference points are provided for Wayland Township, 
Allegan County, and in some instances the region. The U. S. Census Bureau 
has released significant additional portions of the 2000 Census data during the 
past year; this information is used to update the previous impact study. In a few 
instances somewhat less current data must be used. 

WAYLAND TOWNSHIP AND ALLEGAN COUNTY KEY DEMOGRAPHICS 

Key year 2000 data points from the Census Bureau for Wayland Township and 
Allegan County are provided in Table 2-1. 


TABLE 2-1 

KEY POPULATION DEMOGRAPHICS FROM 2000 CENSUS 
WAYLAND TOWNSHIP AND ALLEGAN COUNTY 

Source: Bureau of the Census 


Wayland 

Township 

Allegan 

County 

Total Population 

3,013 

105,665 

Median Age 

34.9 

35.2 

% 65 years and over 

8.6% 

11.1% 

% One race-White 

96,4% 

93.5% 

Total Households 

1,053 


% Family Households 

78.3% 


% Married couple femlly with own children under 18 yr. 

33.4% 

29.0% 1 

% Non-family households 

21.7% 

25.6% 1 


For clarity, it is noted that Wayland Township is distinct from the City of Waylarid. 
The City has a population of approximately 4,200. 

The population density for Allegan County is approximately 128 persons/square 
mile, compared to the state average of approximately 175 persons/square mile. 
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REGIONAL POPULATION 

The region experienced growth during the 1990s, although this may be abating 
with the recent economic decline. The 2000 Census population figures for 
Allegan and adjacent counties are provided in Table 2-2. included also is the 
1990-2000 population percentage change. The regional population has been 
growing faster than the remainder of Michigan. 


TABLE 2-2 

ALLEGAN AND ADJACENT CO 
POPULATION AND GROWTH IS 

Source: Bureau of the Censu 

UNTIES 

90-2000 

s 

County 

Population 

2000 

Pop. Growth 
1990-2000 

Allegan 

105,665 

16.7% 

Barry 

56,755 

13.4% 

Kalamazoo 

238,603 

6.8% 

Kent 

574,335 

14.7% 

Ottawa 

238,314 

26.9% 

Van Buren 

76,263 

8.9% 

Total 

1,289,935 

14.6% 

MICHIGAN 

9.938,444 

6.9% 


Allegan and the adjacent counties represent approximately 13% of the Michigan 
population. As following data will exhibit, unemployment levels in the county and 
region have increased significantly during the past three years. This likely has 
stalled population growth. 

HOUSEHOLDS, HOUSING, AND TENURE 

As exhibited, there were 38,165 households in 2000 in Allegan County, 
constituting an average of 2.77 persons per household. The national trend has 
been towards a decline in the average number of persons per household; and 
year 2000 Census data suggests that this trend has held true in Allegan County. 
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TABLE 2-3 

KEY HOUSING CHARACTERISTICS FROM 2000 CENSUS 
WAYLAND TOWNSHIP AND ALLEGAN COUNTY 

Source: Bureau of the Census 


Wayiand 

Township 

Allegan 

County 

Total Population 

3,013 

105,665 

Total Housing Units 

1,169 

43,292 

Vacant housing units 

116 

5,127 

Homeowner vacancy rate 

0.8% 

1.6% 

Rental vacartcy rate 

12.8% 

7.7% 

Units for seasonal, recreational or occasiorral use 

81 

3,154 

Owner occupied % 

92.2% 

82,9% 

Median value of owner-occupied units 

$118,500 

$115,500 

% Of population 5 years and over in different house 
in 1995 

37,2% 

42.1% 

% Of households moved into unit 1990 to March, 
2000 

60.4% 

62.3% 


As exhibited in the table, the 2000 Census reported that of the 43,292 housing 
units in Allegan County, 7.3% are classified as being for "seasonal, recreational, 
or occasional use. " 

The number of building permits for single-family homes has averaged 
approximately 500 per year during the 1990s, with the level even higher in the 
late 1990s. 

Less than three-fifths of the Allegan population age 5 and above were reported 
by the 2000 Census as having lived in the same structure five years earlier. 
Over one-fiflh (21.1%) had lived in a different county or state. In terms of the 
primary "householder", over 62% had moved into the present residence since 
1 990. The area is clearly accustomed to change. 

HOUSEHOLD INCOME 

The median household income in the County for 2000, as reported by the 
Census Bureau was $45,813; this was above the figure predicted earlier by the 
economic model used by the Census Bureau. This is above the State median. 
The median household income in Wayland Township was $46,853 in 2000. 
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The Census Bureau determined from 2000 Census data that 7.3% of the Allegan 
population lived below the poverty level. The Census Bureau also determined 
from 2000 data that 19.1% of the families with a "female householder, no 
husband present" lived below the poverty level. Both these percentages are likely 
higher now given the major rise in unemployment during the past two years). 

LAND USE AND AGRICULTURE 

Allegan County has 829 square miles of land area. The western border 
embraces 25 miles of Lake Michigan shoreline. Allegan has been known for 
farming (including orchards), although agriculture now represents a small role in 
the area economy. 

According to the 1997 United States Census of Agriculture, in 1992 there were 
1,429 farms, totaling 246,403 acres. In 1997 there were 1,337 farms totaling 
236,936 acres. Farm employment, including proprietors, represented 
approximately 5.5% of total employment in Allegan in 1998, and a much smaller 
proportion of total wages. Land in farms decreased in Allegan by 4% from 1992 
to 1996. The number of full-time farms decreased by 15% during the same 
period. The market value of agricultural products sold, however, increased by 
33% between 1992 and 1997. 

SCHOOLS 

Public schools in Allegan County have experienced a modest growth in student 
enrollments in recent years. Figures reported by Standard & Poor’s School 
Evaluation Service for the Michigan Center for Educational Performance and 
Education are provided in Table 2-4. 

The reasons for the level figures, in the face of an increasing population, relates 
to family size, graying of the population, and the popularity of private schools. It 
is clear that the basic administrative stoicture of the system can adjust to 
increase In student population created by the jobs generated from the casino. 
This is discussed further in the new housing scenario segment. Typically, due to 
the manner in which state funding provides a base amount per pupil, and the 
growth of Charter schools, public school districts in Michigan actively compete for 
and recruit new students. 
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TABLE 2-4 

HEADCOUNT ENROLLMENT FOR DISTRICTS WITHIN 

ALLEGAN COUNTY INTERMEDIATE SCHOOL DISTRICT 

SOURCE; Standard & Poor’s for the 

Michigan Center for Educational Performance & Information 


1997 

1998 

1999 

2000 

2001 

Allegan 

2,985 

2,941 

2,926 

2,992 

3,004 

Fennville 

1,581 

1,601 

1,562 

1,690 

wmm 

Gagnes No. 4 

27 

26 

30 

33 

26 

Hopkins 

1,323 

1,318 

1,376 

1.370 

1,384 

Martin 

825 

814 

771 

776 

762 

Otsego 

2,445 

2,423 

2,426 

2,423 

2,427 

Plalnwell 

2,660 

2,702 

2,766 

2,767 

2,778 

Wayiand Ui^on 

2,995 

3,157 

3,277 

3,174 

3,172 

Total 

14,841 

14,982 

15,134 

15,225 

15,230 


The Michigan Center for Educational Performance & Education and Standard & 
Poor’s publish a figure for the percentages of students eligible classified as 
"Economically Disadvantaged' in 2001 for each district. The numbers for the 
eight districts in the Allegan Intermediate School District are provided below; 


Allegan 

Fennville 

25.8% 

54.9% 

Ganges No. 4 

n.a. 

Hopkins 

17.1% 

Martin 

19.5% 

Otsego 

20,4% 

Plainweil 

14.6% 

Wayiand Union 

16.2% 


The figures show the significant proportion of children classified as “Economically 
Disadvantaged" and need the area has for additional economic opportunity. 

EMPLOYMENT 

Table 2-5 compares the Allegan County data for July of the most recent seven 
years. Between July of 1 999 and July of 2002, the number of unemployed in 
Allegan County increased by 2,550. 
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TABLE 2-5 

EMPLOYMENT TREND SERIES TABLE FOR ALLEGAN COUNTY 

JULY OF EACH YEAR, 1996-2002 

Source; Michiqan Dept, of Career Development 

Category 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

Civilian Labor Force 
{Race of Residence) 

52.600 

55,075 

56.050 

57,800 

59,275 

59,375 

60.000 

Employment 

51,000 

53,525 

54,350 

56.475 

57.650 

56,475 

56.125 

Unemployment 

1,800 

1,550 

1.700 

1,325 

1,600 

2,900 

3,875 

Rate 

3.4% 

2.8% 

3.0% 

2.3% 

2.7% 

4.9% 

6.5% 


The increase in unemployment in Allegan is notable, but the regional figures are 
even more significant. Allegan County is located within the Grand Rapids- 
Muskegon-Holland Metropolitan Statistical Area (MSA), along with the counties 
of Kent, Muskegon, and Ottawa. The calculations published by Michigan 
Department of Career Development, Employment Service Agency are exhibited 
in Table 2-6. The unemployment rates are substantially higher than the late 
1990s. 


TABLE 2-6 

TREND SERIES TABLE FOR THE GRAND RAPIDS-MUSKEGON-HOLLAND MSA 
(ALLEGAN, KENT, MUSKEGON, AND OTTAWA COUNTIES) 

JULY OF EACH YEAR 

Source; Michigan Dept, of Career Development 

Category 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

Civilian Labor Force 
(Place of Residence) 

571.600 

591.300 

600.700 

623.200 

635.100 

636,500 

643.400 

Employment 

544,600 

569,200 

578.300 

601,300 

611.300 

598.700 

595,000 

Unemployment 

27,000 

21,600 

22,100 

21,900 

23.800 

37,900 

48,500 

Rate 

4.7 

3.7 


3.5 

3.7 

5.9 

7.5% 


The MSA experienced an increase in unempioyment of 24,700 between July 
of 2000 and July of 2002. Statewide, unemployment increased by over 1 50,000 
during the same two year period. 
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The need for the new employment is evident by the figures. The region clearly 
has the capacity to absorb the new employment created by the casino and any 
spin-off employment at other employers induced by the casino. The supply of 
employees is greater than the total demand from other employers competing in 
the labor pool. 

Additional information is provided on other efforts undertaken by Allegan County 
to attract employment in a latter section of this report. Specific new employment 
estimates created by the casino are provided in a later section of this document. 

The Michigan Economic Development Corporation (MEDC) reports that over 
48% of the Allegan workforce woi1<s outside of the county. This is far higher than 
the figures for Ottawa and Kent counties. The personal income enjoyed by 
Allegan residents is clearly dependent upon the economies of other counties. 

EMPLOYMENT COMPOSITION WITHIN ALLEGAN 

Information developed by the Bureau of Economic Analysis, U.S. Department of 
Commerce, and made available by the MEDC provides a closer look at the 
composition of employment within Allegan in Table 2-7. 


TABLE 2-7 

EMPLOYMENT & EARNINGS BY INDUSTRY 

ALLEGAN COUNTY— 2000 

Source: Michigan Economic Development Corporation 

PERSONAL INCOME 

(In thousands of $} 

Total personal Income 

2,805,307 

Non-farm personal income 

2,768,020 

Farm income 

37,287 

Per capita personal income (dollars) 

26,447 

EMPLOYMENT 

Number of Jobs 

Total in county 

53,972 

Wage & Salary 

41,650 

Proprietors 

12,372 

Farm employment 

2,912 

Non-farm Employment 

51,060 
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1 TABLE 2-7 CONTINUED 

1 

COMPONENTS BY INDUSTRY 

Employment 


All Private 

48,136 

1,347,985 

Ag. services, forestry, fishing, other 

739 

9,547 

Mining* 

0 

0 

Construction 

3,434 

134,631 

Manufacturing 

17,916 

771,200 

Transporlation/Utililles 

1,474 

51,044 

Wholesale Trade 

1,591 

48,085 

Retail Trade 

8,482 

122,147 

Fin./lnsJReal Estate” 

0 

0 

Services 

9,775 

170,775 

Govemment/gov. enterprises 

4,924 

170,359 


* Mining provided 162 jobs during 1999. 

** These are the official figures from the MEDC website for this line item; they are likely 
incsorrect, the category averaged approximately 2,200 employees in previous years. 


The totals emphasize the importance of manufacturing, trade, and services to the 
Allegan economy. It is notable that farm employment and income are less 
significant comparatively than several other sectors of the local economy. 

Table 2-8 offers the most recent Michigan Economic Development Corporation 
list of the largest manufacturing sector employers in Allegan. Some of the firms 
have experienced recent layoffs and thus their figures may be overstated. 


TABLE 2-8 

LARGEST MANUFACTURING EMPLOYERS IN ALLEGAN COUNTY 

Source: Michigan Economic Development Corporation 

Company 

Location 

Employees 

Perrigo Co. 

City of Allegan 

4,000 

Haworth Inc. 

Holland 

3,000 

Murco Inc. 

Plainwell 

850 

Prince Corp. 

Holland 

650 

Parking Hannifin Co, 

Otsego 

600 

S 2 Yachts, Inc. 

Holland 

500 

Pullman Industries 

Pullman 

400 
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Major private non-manufacturing employers include Kmart Corporation, Campbell 
Soup Company, and Pipp Community Hospital. 

Allegan was the home to 172 employers classified as "accommodation & food 
services" in calendar 2000. This tends to suggest that off-site spending by 
casino customers (estimated later in the report) is most likely to occur at existing 
enterprises and structures rather than new. 

TOURISM 

Tourism is important to the Allegan economy, particularly in the western towns on 
the Lake Michigan shoreline. Tourism is also a valuable contributor to the 
regional economy. Table 2-9 provides infomnation from Michigan State University 
on estimated tourism spending. Data pertaining to Kent and Ottawa counties are 
included as well as for Allegan. For reference, the table also provides the data 
for five counties that host Native American casinos. 


TABLE 2-9 

TOURISM SPENDING IN MICHIGAN~1997 {SMillions} 

COMPARISON OF AREA COUNTIES WITH CASINO HOST COUNTIES 

Source: Michigan State University 


MOTEL 

CAMP 

SEA- 

SONAL 

HOME 

WITH 

FRIENDS 

&REL 

DAY 

TRIPS 

TOTAL 

TOURIST 

$ 

POPU- 

LATION 

1997 

TOURISM $ IN 
COUNTY PER 
RES. 

MICHIGAN 

$2,708 

$361 

$1,042 

$2,181 

$938 

$7,230 

9,779,984 

$ 739 

Allegan 

9 

15 

11 

22 

5 

63 

100,585 

626 

Kent 

165 

5 

6 

120 

56 

354 

541,458 

654 

Ottawa 

40 

10 

7 

49 

16 

123 

219.940 

559 

KEY HOST 
COUNTIES 









Chippewa 

49 

6 

23 

8 

13 

101 

37,915 

2,664 

Grand Trav. 

133 

6 

16 

16 

38 

209 

72,901 

2.867 

Isabella 

54 

1 

4 

13 

15 

86 

57,691 

1,491 

Leelanau 

28 

4 

20 

4 

7 

62 

18,826 

3,293 

Mackinac 

121 

4 

20 

2 

31 

178 

11,079 

16,066 

HOST 

TOTALS 

$383 

$21 

$83 

$43 

$104 

— 

$636 

198,412 

$ 3,205 
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The figures exhibit that tourism is an important component of the regional 
economy, although the figures are not overwhelming. It is also interesting to 
note the much higher attracted $ per resident figures for the casino host 
communities, although it is not implied that the casinos are the sole reasons 
those areas attract much greater tourist spending than the Allegan area. 

MEDIA COVERAGE OF ECONOMIC PROBLEMS 

The tables exhibited the rise in unemployment that has occurred in the region in 
recent years — an increase of over 22,000 individuals in the Metropolitan 
Statistical Area during the past two years. The concern this has brought to the 
region has been the subject of a numerous media articles. For perspective, a 
few are noted below, along with key excerpts. 

Holland Sentinel, web posted July 31, 2002 

“Unemployment rates rising, Allegan; Ottawa County numbers 

reflect layoffs; graduated not finding work” 

Allegan and Ottawa counties’ jobless rates both hit 5.9% for June, compared 
with 4.2 percent in June of 2001 and 5.1% in May. Allegan’s jobless rate 
jumped from 4.4 percent in June 2001 and 5. 2 percent in May. 

The greater Grand Rapids area, which Includes Allegan, Kent, Muskegon, 
and Ottawa counties, suffered even worse, as Its unemployment rate rose to 
7.2%, up 1.9% from last June. 

Over the past two years, the Grand Rapids-Holland-Muskegon area has 
been hit by thousands of layoffs in the automotive and othce furniture 
industries. 

Grand Rapids Press, Posted Sunday, October 6, 2002 

“Office furniture layoffs bring opportunity for some, lower wages 

for others” 

For every worker who landed on his or her feet in the pats 18 months, others 
continue to look for jobs, or wait for the ax to fall. Thousands more survive 
on fewer hours and without the hefty bonuses once paid. . . 

The region’s diverse economy masks some the impact. But the job losses 
ripple across the landscape, washing over merchants and other businesses 
that benefit Horn workers paychecks. 
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Smigel is among the 10,000 office-furniture workers— enough to Wl Van 
Andel Area-who lost their jobs during the industry's worst downturn. 

One estimate places the economic impact at nearly $1 billion. 

According to a study by the W. E. Upjohn Institute for Employment Research 
In Kalamazoo, the loss of 10,000 production workers in the office-furniture 
industry indirectly eliminates 10,000 jobs in other sectors. 

Grand Rapid Press, Sunday, February 17, 2002 
“Lines of the times: Job fair draws a crowd” 

She joined more than 3,000 other West Michigan job seekers at the 
DeltaPlex in Walker on Saturday at the Mega Employment Expo. 

The attendance of the job fair is a reflection on a recession that has cost 
more than 10,000 West Michigan workers their jobs in the past year, 
including 400 white collar workers furloughed at Herman Miller and 
Steelcase Inc. last week. 

The workers at the employment expo represent just a fraction of the 35,700 
people looking for work in West Michigan. The total is up from the 18,600 
during the same period last year. 

COUNTY AND STATE EFFORTS TO ATTRACT JOBS TO THE REGION 

It is useful to place the casino in the context of the very active efforts of Allegan 
officials, and other state and regional programs, to attract new employers to the 
county and region. The existing public policy priority to attract jobs is evident. 

A leading agency in the effort is the Allegan County Economic Development 
Alliance (ADEDA). This nonprofit organization has the stated mission to further 
the economic development and social welfare of Allegan County with specific 
emphasis on promoting and assisting the growth and development of business 
concerns." The Alliance has members from government, business, education, 
finance, medical, public utilities and individuals. ADECA works in partnership 
with the Allegan County Area Work Force Center, and West Michigan Regional 
Planning Commission, as well as state level agencies. 

The Alliance also is involved in the operation of the Allegan County Economic 
Development Corporation that has the capability of assisting in the financing of 
Job producing projects. 
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Within the County, seven cities and townships have created Downtown 
Development Authorities to assist business development in those areas. The 
cities of Allegan City, Otsego, and Plainwell each have established a Brownfield’s 
Authority to development abandoned, undeveloped or under-utilized properties 
possessing environment contamination concerns. 

A variety of companies has been directly aided through tax abatements and other 
assistance provided by or approved by local governments and the State of 
Michigan. A prominent example is the incentives package the Michigan 
Economic Development Corporation agreed to offer Perrigo Corporation to bring 
about the construction of a new R&D facility in Allegan. Perrigo will investment 
$1 .2 million in a new building and $400,000 for furniture and equipment. A total 
of 25 jobs were promised to be added during the next five years. In return, the 
MEDC awarded Perrigo a Single Business Tax credit of up to $395,000 over a 
10-year period. The City of Allegan also proposed local tax abatement worth 
$241 ,900 over 12 years. 

This material simply elaborating that Allegan is actively seeking new 
employment. 
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CHAPTER THREE 

MARKET AND CUSTOMER SCENARIO 


PURPOSE 

In order to estimate community impacts it is necessary to develop a baseline 
scenario concerning the level of business and the number and location of 
customers. The discussion in this Chapter delineates development of base 
market figures that will then be used as a foundation for the economic impact 
projectfons. 

COMPETITION OVERVIEW 
Gaming alternatives 

The casino would be the first within one hour of Grand Rapids, but significant 
competition does exist. A summary of wagering alternatives includes: 

• 17 Native American casinos in Michigan. 

• 2 Native American casinos in final planning and approval stages, 
one in Calhoun County and one in southern Berrien County. 

• 3 "interim" casinos in the City of Detroit. 

• Over 1 0,000 lottery outlets statewide. 

• Horsetrack wagering. 

• Internet wagering (over 800 sites). 

• Riverboats in northern Indiana and Illinois. 

• Trips, particularly charter planes, to Las Vegas and Atlantic City. 

• Caribbean cruiseships. 

• Windsor and other Canadian gaming outlets. 

• Illegal betting, particularly on sports. 

Casino competition 
Prime competitors 

For the needs of this report, the Native American casinos are of most relevance. 
There are four casinos (2 open, 2 scheduled to begin construction within the next 
12 months) that merit particular attention when considering the market potential 
of an Allegan facility. 
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1 . Soaring Eagle Casino, Mt. Pleasant. 

2. Little River Casino, Manistee. 

3. Planned casino in New Buffalo, Pokagon Band of Potawatomi. 

4. Planned casino in Emmett Township (east of Battle Creek), Huron 
Nottawaseppi Band of Potawatomi. 

Capsule summaries of the facilities are provided below. The distances to major 
markets, and how these compare to a location in Allegan, are detailed In a 
following segment. 

Soaring Eagle Casino. Mt. Pleasant 


The Soaring Eagle has become one of the largest casinos within the United 
States. Official revenues are private, but based on payments made by the 
casino to state government it is likely that total gaming revenues exceeded $400 
million during 2000. The casino offers approximately 4,300 slot machines and 85 
table games, using over 200,000 square feet of gaming space. There is a 
steakhouse and buffet restaurant adjacent to the main gaming area. The 
complex includes a hotel with conference rooms and an entertainment/event hall 
(seating approximately 3,000). 

The complex is located a few miles from US 27, a major highway for vacationers 
heading to northern Michigan. The site for many years was the southernmost of 
any casino in Michigan. This changed in 1999 with the opening of the fimt Detroit 
casino. The opening of other Native American casinos in Michigan, closer to 
population centers and travelers from other states, will be providing significant 
competitive pressure. 

A latter segment of the report further compares the Soaring Eagle historical 
results with the projected revenues for the Wayland Township casino. 

Little River Casino. Manistee 


An interim facility opened in July of 1999, with a first expansion completed in 
December of that year. An expansion begun in 2001 has recently been 
completed, including the addition of an on-site hotel. Before the expansion, the 
limited gaming area housed approximately 830 electronic games and 20 tables. 
The expanded facility has several restaurants. The casino is located on US-31, 
north of the City of Manistee. Official records are not available, but based upon 
formula contributions made to local government; it is reasonable to assume that 
the casino realized gaming revenues of over $80 million during 2000. 
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Planned casino in New Buffalo Township, Pokaaon Band of Potawatomi 

The Pokagon Band is in what they believe to be the final stages of receiving 
federal approval for their land in trust application. A compact has been signed 
with Michigan Governor John Engler. News releases suggest the facility will 
have approximately 2,000 electronic (slot) machines plus table games. The 
announced site is one mile from the Indiana border. There is significant 
competition in the region from Indiana and Illinois riverboat casinos, but the New 
Buffalo Township would be the closest landbased facility serving South Bend and 
the remainder of northern Indiana as well as the Chicago southern suburbs. 
Various state and federal actions will influence the official opening date, and a 
formal target date has not been announced. 

Planned casino In Emmett Township feast of Battle Creekl. Huron 

Nottawaseopi Band of Potawatomi 

The Band also has filed applications with the federal government and has signed 
a compact with Michigan Governor John Engler. Media statements suggest that 
construction is planned to commence during 2001 . The site is a few miles east 
of Battle Creek, and not far from the junction with 1-69. If constructed as planned, 
it will be the nearest competition to an Allegan facility. Press reports place the 
target size at approximately 1,800 electronic games and an appropriate number 
of table games. 

Comment on Increasing competition 

In 1998, there were approximately 7,000 slot machines at the existing Native 
American casinos in the entire State of Michigan. Within a few years, if 
development matches the intended schedules, the number will exceed 20,000. 
This Includes those at previously existing casinos, the machines added in Detroit, 
the Manistee and Petoskey casinos, plus those anticipated at the pending 
casinos in New Buffalo Township and Emmett Township. 

There are many reasons to believe that the market can accommodate the 
growth, particularly from casinos located near population centers. The gaming 
market was significantly underserved in the past, thus creating an exodus of 
Michigan dollars during trips to casinos in Canada, Indiana, Las Vegas, and other 
gaming venues. There are also millions of dollars bet illegally each year by 
Michigan residents. Essentially, the initial casinos that opened in Michigan were 
almost a guaranteed success, regardless of location or business acumen. 
Competitive issues were not a major consideration — this has now changed. 
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Even though there will be a high level of competition, the location of the Allegan 
casino provides for a clearly competitive venue. Various site attributes and 
competitive distances to markets are discussed below. 

Comparative distances to kev competition 

A prime consideration in developing projections for revenue and employment are 
the comparative distances to other casinos from major population centers. 
Casinos compete in a variety of manners, but location is a prime determinant of 
where a casino consumer will decide to visit. Table 3-1 provides distances from 
various key cities in Michigan to a series of casinos. 


TABLE 3-1 

COMPARATIVE DISTANCES TO COMPETING CASINOS 
(In highway miles) 

City (c«nter«d 
on City Hail) 

CASINO LOCATION (EXISTING OR PROPOSED) | 

WayUnd 

Township 

Emmett 

Township 

(Calhoun 

County) 

New 

Buffalo T. 
(Berrien 
County) 

Soaring 
Eagle Ca. 

• Mount 
Pleasant 

Little 
River 
Casino • 
Manistee 

Turtle 
Creek C.‘ 
Williams- 
burg 

Motor 

City 

{^sino - 
DetroK 

Grand Rapids 

12 

67 

112 

85 


150 

153 

Kalamazoo 

35 

22 


141 

178 

202 

136 

Grand Haven 


100 

■■ 

111 

— 

176 

183 

Battle Creek 

46 

2 

101 

120 

— 

215 

116 


sz 

107 


108 

89 

156 

195 

Lansing 

IQH 

50 

m 

67 

— ^ 

191 

185 

86 

Flint 

IQi 

111 

209 

91 

mn 

187 

SS 

Ann Arbor 

1 

74 

173 

■■ 

mmm 

238 


Birmingham 

■■ 

122 

■9 

IB 

235 

iHIQQIIII 


Traverse City 

159 

216 

Bl 

107 

60 



Chicago 

165 

171 

11 

271 

271 

327 

282 1 
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The Wayland site has a locational advantage in serving the Kent County market. 
It will also be significantly closer to Muskegon and the Grand Haven area than 
any of the identified casino competitors. From the City of Kalamazoo it will only 
be a few minutes further than the Emmett Township casino. Many northern and 
western Kalamazoo County residents may find the Allegan site more convenient. 

The Lansing market will be particularly competitive. Most Lansing area residents 
will find the travel times to Emmett Township, Wayland Township, and Mt. 
Pleasant to be fairly similar (from 50 to 75 minutes). Grand Rapids traffic may 
create a slight negative for the Allegan casino. Residents of suburbs west of 
Lansing may find that Wayland Township is actually a shorter drive than Mt. 
Pleasant or even Emmett Township. Residents south and southwest of Lansing 
will find the Emmett Township several minutes closer. Residents North of 
Lansing will likely find the Soaring Eagle more convenient. 

The Allegan casino will be within a reasonable travel range for southeastern 
Michigan consumers (2-3 hours), although there will be competition that is much 
closer. Yet. a significant number of potential casino customers from that area 
may also have other reasons to be travelling to the western Michigan area. 

The Chicago market also is within a reasonable drive time. Competition will be 
intense, but the size is so substantial that capturing even a small percentage 
would produce important revenue additions for the Allegan casino. 

Possible Grand Raoids casino 

There have been media reports regarding a group of Native Americans in Grand 
Rapids (Grand River Band of Ottawa Indians) that are in the process of applying 
for formal recognition from the federal government. The group has mentioned an 
interest in bringing a small casino into the City of Grand Rapids. There are many 
steps that must be achieved before this could occur. Such an eventuality is not 
included in the market and competition assumptions used in this study. 

Attraction of customers from distant areas through multi-purpose trios 

The distance table focused upon trips with the express intent of visiting a casino. 
An Allegan location also possesses the potential to attract casino customers who 
are involved with trips for other purposes as well as a casino visit. First of all, 
there are millions of travelers on 1-96, 1-94, or US 131 that are passing through 
the general area on the way to distant destinations. This group forms a market 
segment of interesting potential. 
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There is also a market segment formed by the large number of visitors to Grand 
Rapids or to the beaches of western Allegan County and Ottawa County. The 
availability of the evening entertainment option provided by the casino is 
compatible with this base of individuals already interested in visiting the area. 
There are also a significant number of seasonal homeowners in the region that 
form another market segment of potentially significant size. 

Coupled with the existing attributes of the region, there is also the potential for 
the facility/area to evolve into multi-day destination for longer-distance visitors. 
This potential market, which would take several years to cultivate, is not included 
in the base scenario developed in this Chapter. 

MARKET SCENARIO FOR AN ALLEGAN CASINO 

Methodology 

The following steps are used to develop the scenario; 

• Consider total adult population in relevant geographic areas. 

• Determine any special subgroups of customers. 

• Generate a figure representing the total number of annual casino visits 
in the relevant market. 

• Generate a figure for the market share garnered by the Allegan casino 
thus generating a figure for the total number of annual customer visits. 

• Develop dollar amount estimates for consumer gaming expenditures 
per visit for each geographic component of casino patrons. 

• Generate an estimate for gaming revenues at the casino. 

The foundation figures for the customers and the revenues will be utilized to 
generate the job creation (on-site and off-site) and gaming tax revenue estimates 
that are detailed in Chapter Four. 

Total applicable market 

The first step is formulation of figures for the overall applicable market. The 
primary factor is the adult population in various geographic groupings. The 
population figures are provided in Table 3-2. In some instances, there may be 
some difference in the final, adjusted, figures to be published by the Census 
Bureau, but such differences would be minor. 
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The age group 21-75 is chosen because it represents a convenient core. Some 
individuals older than 75 will no doubt visit the casino. The total contribution to 
casino revenues of this group, however, is small. 

The gaming age minimum to be enforced (whether 18 or 21) has not yet been 
announced, although even if younger than 21 , the revenue contribution from this 
age cohort would be small. 

Table 3-2 exhibits that while Allegan itself is a not a large county in terms of 
population (even after factoring growth during the last decade) it is located in a 
region with a substantial population base. It also introduces the importance and 
potential impact of attracting customers from outside of the region. 


TABLE 3-2 I 

POPULATION GROUPS BASED UPON DISTANCES TO COMPETITION | 

GROUP 

# 

COMPETITIVE DISTANCE 
DESCRIPTION 

COUNTIES 

.... 

POPULATION 

21-75 

1 

Host County 

Allegan 

65,512 

2 

Allegan casino is much closer 

Barry, Kent, Ottawa 

569,030 

3 

Closer to Allegan or about the 
same 

Ionia, Kalamazoo, Muskegon, 
Newaygo 

321,281 

4 

Closer to Emmett, within 2 
hours of Allegan 

Branch, Calhoun, Eaton, Hillsdale. 
Ingham, Jackson, Washtenaw 

678,646 

5 

Closer to New Buffalo, within 

1.5 hours of Allegan 

Berrien, Cass, St. Joseph, 

Van Buren 

218,390 

6 

Closer to ML Pleasant, within 

2.5 hours of Allegan 

Ointon, Genesee, Gratiot, Montcalm, 
Saginaw, Shiawassee 

549,426 

7 

Southeastern Michigan 

Livingston, Lenawee, Macomb, 
Monroe, Oakland, Wayne 

2,756.057 

8 

Special Groups (not included 
above) 

Primarily from longer distances; 
components described separately 

n/a 


Group 8 Includes special categories of potential casino customers, namely: 

• Visitors to the casino from the existing tourism base. 

• Pass-through travelers on I-94, 1-96, and US 1 31 from greater distances 
that choose to stop at the casino. 

• Customers from beyond 2.5 hours. 

This grouping will be discussed in greater detail in following sections. 
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In Table 3-3 population totals are used to derive figures for the total number of 
annual casino visits from each geographic grouping. The "% that visit casino" 
and "average # of visits" figures are based upon results and studies from other 
markets and are cross-checked against published information regarding the 
number of casino visits now occurring annually in Michigan. 


TABLE 3-3 

TOTAL CASINO VISITS IN RELEVANT GEOGRAPHIC GROUPS 

GROUP 

# 

COMPETITIVE DISTANCE 
DESCRIPTION 

POP. AGE 
21-75 

%THAT 

VISIT 

CASINOS 

AVE.# 

OF 

VISITS 

TOTAL VISITS 
TO ML 
CASINOS 

H| 

Host County 

65,512 

40% 

9 

235,843 

2 

Allegan casino Is much closer 

569,030 

40% 

8 

1,820,896 

3 

Closer to Allegan or about the 
same 

321,281 

40% 

8 

1.028,099 

D 

Closer to Emmett, within 

2 hours of Allegan 

678,646 

40% 

9 

2,443,126 

5 

Closer to New Buffalo, within 1.5 
hours of Allegan 

218,390 

40% 

8 

698,848 

6 

Closer to Mt. Pleasant, within 

2.5 hours of Allegan 

549,426 

45% 

9 

2,225,175 

a 

Southeastern Michigan 

2,756,057 

45% 

11 

13,642,482 

n 

TOTAL IN ABOVE GROUPS 

5,158,342 



22,094,469 

1 « 

Special Groups for Allegan (not 
tncluded In the above) 

n/a 



182,500 


As has been introduced, there will be competition for the customers. It is only 
necessary for Allegan to attract a reasonable share, using prudent business 
planning and cost control, in order to be successful. 

Table 3-4 displays the calculation for the next two key steps in the methodology. 
The visits within each group are factored by a projection of the Allegan market 
share for each group in order to arrive at the scenario for total visits to the 
Allegan casino. The customer visit totals for each of the eight groups are then 
multiplied by figures representing the average casino hold for visits in each of the 
groups. The distance traveled to the casino influences the hold, or casino win. 
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TABLE 3-4 

GENERATION OF SCENARIO FOR ALLEGAN CASINO 
CUSTOMER VISITS AND GAMING REVENUES 


GROUP 

# 

COMPETinVE 

DISTANCE 

DESCRIPTION 

VISITS TO 
MICHIGAN 
CASINOS 

ALLEGAN 

MARKET 

SHARE 

ALLEGAN 

VISITS 

SAVE. 

CASINO 

HOLD 

GAMING 

REVENUES 

B' 

Host County 

235,843 

65% 

153,298 

40 

6,131,923 

2 

Allegan casino Is much 
closer 

1,820,896 

60% 

1,092,538 

45 

49,164,192 

3 

Closer to Allegan or 
about the same 

1,028,099 

40% 

411,240 

50 

20,561,984 

4 

Closer to Emmett, within 

2 hours of Allegan 

2,443,126 

25% 

610,781 

60 

36,646,884 

5 


698,848 

25% 

174,712 

50 

8,735,600 

6 

Closer to Mt. PI., within 
2.S hours of Allegan 

2,225,175 

10% 

222,518 

65 

14,463,639 

B 

Southeastern Michigan 

13,642,482 

2% 

272,850 

75 

20,463.723 


Special Groups 
(not Included above) 

182,500 


182,500 

74 

13,505,000 

B 

TOTAL ALLEGAN 
CASINO VISITS 




B 

$169,672,946 


It is reiterated that the figures are based upon stabilized operation of the casino, 
probably occurring during the third full year of operation. There may be a spike 
in revenues and visits when the casino first opens, or conversely, there may be a 
slow ramping up of services and revenues throughout the first year. In any 
event, it is most appropriate for economic development planning to consider the 
point of stabilized operation. 

Two figures generated in Table 3-4 are central to the remaining discussions of 
the impact analysis: 


Total annual customers 3,120,436 

Total annual gaming revenues $169,672,946 
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It is notable that Allegan residents themselves represent less than 5% of the 
visits and approximately only 3.6% of the gaming revenues. Moreover, a portion 
of these visits generated from Allegan, and the related spending, would 
otherwise be directed to casinos in other venues if a casino did not exist in the 
county. The local percentages will be discussed again in other sections. 

Notes on comparison to the Soaring Eagle 

A highly detailed methodology was used to develop the market capture figures. 
The assumptions regarding the competition were clearly stated. Indeed, the 
attainment of the $169.7 million in annual revenues would represent an 
impressive achievement for the tribe, and will create a significant number of jobs 
on and off site (discussed further in a following section). Yet, the Soaring Eagle 
figure of over $400 million in revenue remains unavoidably beguiling. It is thus 
useful to elaborate on why a comparable figure should not be expected for the 
Wayland Township facility. The reasons fall into the following primary categories: 

1. The Soaring Eaole held a virtual monopoly in the legal gaming market 
in mid and southern Michigan. 

For several years, the Soaring Eagle was the only casino south of Traverse City. 
It was the closest to approximately eight million Michigan residents, plus those in 
Ohio. This allowed development of name recognition allowed growth and 
financing of its facility. At one time, the Soaring Eagle accounted for more than 
one-half of all electronic games of chance in Michigan (approximately 4,000 out 
of a total in the vicinity of 7,500). 

2. The Soaring Eaole has a much larger facility than proposed for the 
Wavland Township site. 

The Soaring Eagle has more than 200,000 square feet of gaming space, far 
more than will be accommodated by the existing building and land at the 
intended Wayland Township site. The Soaring Eagle also has a large luxury 
hotel, conference center, and entertainment hall. The Wayland Township facility 
will not have these other amenities. 

3. It is assumed that casinos will have opened both in Emmett Township 
and New Buffalo before the opening of the Wavland Township facilitv . 
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Together the two facilities will bring between 4,400 and 5,000 new electronic 
games of chance into the gaming supply column, along with approximately 80 to 
120 table games. The methodology used to arrive at the $169.7 million scenario 
for the Wayland Township casino accounted for this competition. The 
competition from these sources and other forms of supply makes it unlikely that 
any new facility could achieve the results previously achieved by the Soaring 
Eagle. 

4. Existing casinos have undertaken major expansion In recent years, 
with more planned. 

The Little River Casino in Manistee has recently completed a major expansion, 
including the addition of a hotel. The Turtle Creek casino near Traverse City is 
presently undergoing a large increase is size. The temporary casinos in Detroit 
have recently received approval to begin the construction of their permanent 
facilities (although court challenges to this growth are still pending). The supply 
of electronic games of chance at other Michigan casinos when the Wayland 
Township casino opens will likely exceed 20,000. This is corresponds to the less 
the 4,000 total that the Soaring Eagle competed against when the facility was 
achieving such enviable success. 

It is also mentioned that the riverboats in Indiana and Illinois are now allowed to 
offer open boarding, thus becoming more competitive with land based casinos. 

All of the above factors were incorporated into the revenue estimation 
methodology. The $169.7 million figure is reasonable. It is unlikely, however, 
that the record levels once attained at the Soaring Eagle will be achieved at the 
Wayland Township site. 

NON-GAMING SPENDING SCENARIO 

The visitor grouping and visitation levels serve as a basis to develop scenarios 
for non-gaming spending, both on-site and off-site. These estimates are needed 
for the employment figures that are provided in the following chapter. At the 
base of the calculations is the primary assumption that the core of the market will 
be "daytrippers", individuals that visit the casino and either return home the same 
day or travel on to another location. 
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On-site spending 

Plans for the facility, in addition to the gaming and administration areas, are 
limited to a buffet restaurant, one or two smaller restaurants, a sports bar, 
lounge, and a small gift/retail shop. 

The analysis uses the figure of $10 for the average non-gaming amount spent 
on-site by casino visitors. This generates a non-gaming, on-site revenue figure 
of $32 million. The amount exhibits that the non-gaming areas are designed not 
to be extensive. The total non-gaming on-site figure equates to less than 16% of 
total on-site revenues. 

Off-site customer spending 

Casino visitors also spend significant sums off-site. It is common for casino 
visitors to spend money in the general vicinity (yet off-site) on dining, beverages, 
and retail. For some, expenditures will be made off-site on lodging and 
entertainment. Gasoline purchases are also common, although the location of 
the purchase (locally or nearer to home) is difficult to project. 

There are also other areas of potential new spending, such as increased 
convention business and companions of casino visitors, that are not readily 
quantifiable but merit consideration in the discussion of potential economic 
benefits for the region. The further the distance the visitor travels to the casino 
the greater the likelihood that they will spend money outside the facility, and 
within the general geographic area. 

Spending in area on food, beverage, lodging and retail 

In Table 3-5, average per visitor off-site spending factors are utilized for each of 
the geographic groups to derive a scenario for total new off-site spending from 
food, beverage, lodging and retail. 

The table does not include spending that stems solely from a shift within the 
area. An example of excluded spending would be an expenditure by a Kent 
County resident at a restaurant after a casino trip that would still otherwise have 
been made at another time in the region even if the casino did not exist. 

The term "Allegan Area" is used to include all of Allegan and Kent counties, 
southern Ottawa county, western Barry County, and northern Kalamazoo County. 
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TABLE 3-5 

NON-SHIRED OFF-SITE SPENDING 

IN ALLEGAN AREA | 

GROUP 

# 





1 

Host County 


0 


2 

Allegan casino much closer 

1,092,538 

$5 


3 

Closer to Aftegan or about the 
same 

411,240 

$8 


4 

Closer to Emmett, within 

2 hours of Allegan 

610,781 



5 

Closer to New Buffalo, within 

1 .5 hours of Allegan 

174,712 


1,747,120 1 

e 

Closer to Mt. Pleasant, within 
2.5 hours of Allegan 

222,518 

IIIIIIIQII^ 

— P 

7 

Southeastern Michigan 




8 

Special Groups for Allegan 
(not included in the above) 

182,500 


5,475,000 1 


TOTAL ALLEGAN AREA 

3,120,436 


BSEEIII 


Other potential casino visitor spending in the area not included above 

As previously introduced, there are varieties of other potential off-site spending 
categories that are not included in Table 3-5. For these Items, providing even a 
broad estimate is not possible at this time. These categories include; 

• Gasoline. 

• Entertainment, tourism, and outdoor recreation. 

• Companions of casino visitors who do not choose to go to the casino. 

• Conferences/conventions attracted to the region due to the casino. 

• Additional visits to area by seasonal residents. 

• Retained spending otherwise leaving the area for other casino venues. 

On the long-run, a prime determinant of the amount of dollars spent in Allegan 
and adjacent counties by casino customers will be the level of response of the 
business community in recognizing the opportunity and successfully working to 
attract off-site spending. 
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COMMENT ON EXPENDITURE SHIFTING 

A reasonable concern when reviewing an economic impact analysis is whether 
spending and jobs are counted that stem from local shifting of dollars from a 
previous business to a new business, with no net gain. This analysis is careful to 
avoid Inclusion in the impacts of shifted dollars. Furthermore, in that the actual 
amount of revenues from Allegan residents represents a minor part of overall 
revenues, the amount that might be considered to be created shifted spending is 
relatively small. Even these jobs may have othenwise been flowed to other 
counties by the gaming spending of Allegan residents at the non-local venues. 
Regardless, throughout the study special effort was made to be sure that any 
shifted dollars (even if minimal) would not be included in the totals for new jobs. 


MICHIGAN CONSULTANTS 


PAGE 29 


262 


2002~UPDATED ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
ALLEGAN COUNTY NATIVE AMERICAN CASINO 


CHAPTER FOUR 

EMPLOYMENT AND PUBLIC REVENUE IMPACTS 


INTRODUCTION 

At the foundation of economic development is the creation of new jobs. The 
casino has the potential to become one of the largest employers in Allegan 
County and the largest taxpayer to local governments. This Chapter utilizes the 
scenario developed previously to produce estimates of the total number of new 
jobs created due to the casino. A scenario is also developed for annual 
payments to local governments from electronic gaming {slot machine, video 
poker, etc.) revenues patterned after agreements in other Michigan communities. 

MAJOR JOB CREATION COMPONENTS 

An economic development project of this size and nature generates new jobs in 
the following manner: 

□ Direct 

■ On-site (gaming and non-gaming). 

□ Indirect 

■ From off-site spending by casino patrons at area businesses. 

■ From goods and services purchased by the casino from 
area businesses. 

□ Induced 

• From the sequential rounds of spending by the employees in 
the groups above. 

The employment creation totals for each of the categories are provided in Table 
4-1 . A brief discussion of each category is also provided. 

Direct— on-site 

This category Includes all on-site employees. The positions not only include jobs 
involving gaming tables and machines, but also accounting, facility maintenance, 
security, food service, management and the many other categories of 
employment. 
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Based upon the revenue scenarios developed in the previous Chapter, it is 
estimated that the facility will require 1,826 full-time equated employees (FTEs). 
Each FTE represents one full-year of employment at 40 hours per week. In 
actual practice, some of the positions may be filled through the joint efforts of 
part-time employees, seasonal employees, and overtime. 

The positions can be expected to be paid competitive wages, in most cases 
casinos provide health care insurance to employees. Given the increase in 
unemployment in the region, day care options likely have increased in the area. 
Yet, if the need arises, the casino should provide childcare (for all or some shifts 
depending upon employee demand) as well as other personal benefits. The 
childcare is solely for employees, and would not be available to customers. 


TABLE 4-1 

JOBS CREATED 
(Full-time Equated Positions) 


ALLEGAN AREA 

ALLEGAN COUNTY 
ONLY 

DIRECT ON-SITE 

1,826 

1,826 

INDIRECT OFF-SITE 



* From customer spending 

358 

179 

* Subcontractors hired by casino 

268 

107 

SUBTOTAL DIRECT AND INDIRECT 

2,452 

2,112 

INDUCED 



* Multiplier (times direct & indirect) 

1.0 

0.6 

* Induced employment 

2,452 

1,267 

TOTAL EMPLOYMENT IMPACT 

4,904 

3,380 


lndlrect--from casino customer spending off-site 

In the previous Chapter, estimates were made of the off-site spending by casino 
customers on food, beverage, lodging, and retail. In the previous Chapter. Table 
3-5 delineated an estimate of $32.2 million in annual off-site spending in the 
Allegan Area. Even this substantial figure did not incorporate potential off-site 
spending from categories that are premature to calculate at this point, yet could 
grow into major job creation opportunities. The base figure is used to develop an 
estimate of 358 new jobs in the Allegan Area, with 179 being located within 
Allegan County. 
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fndirect-from goods and services purchases by the casino with 

area firms 

Casinos are major purchasers of goods and services. There is a wide range of 
needs. Examples of Just a few of the types of firms include food distributors, 
beverage distributors, landscapers, printers, office supply firms, advertising 
agencies, security, and dry cleaners. It is estimated that approximately 20% of 
total revenues may flow into contracts for goods and services. For the scenario 
in this analysis, it is assumed that 60% of the contract doliars will flow to firms In 
the Allegan area. This will, however, be determined by the response of the 
business community. There is little question that the casino would prefer to 
maximize the use of local firms. Of the dollars that flow to area businesses, it is 
further assumed that 40% will remain in Allegan County. The assumptions and 
calculations arrive at estimates of 268 FTEs at Allegan area firms providing 
goods and services to the casino, with 107 FTEs located within Allegan County. 

Direct and indirect subtotai 

The total FTEs from the direct on-site jobs and indirect off-site job categories 
sum to 2,452 for the Allegan Area and 2,1 12 within Allegan County. 

Induced employment (multiplier or ripple effect) 

The employees filling the direct and indirect jobs create further economic activity 
through their own expenditures. These expenditures lead to additional new 
employment, which then results in successive rounds of economic activity. 
Economists term this impact the multiplier or ripple effect. Statistical multipliers 
are used to represent the overall economic and/or employment impact. 

It is a reality that in too many instances excessive multipliers are used to make 
false promises regarding potential projects. For this analysis, a conservative 
approach is taken in the use of multipliers. The key for the Allegan situation is 
that the vast majority of direct spending will be new to the local economy. Only a 
small portion of the gaming spending Is generated from residents. Moreover, the 
resident spending that does occur are likely dollars being retained in Allegan 
rather than leaving the area to casino venues elsewhere. Therefore, dollars 
captured for local employment are indeed new. Furthermore, these employees 
are likely to spend at least a portion of their income within the geographic area. 
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One of the most credible techniques for determining the multiplier effect has 
been developed and published by the federal Bureau of Economic Analysis, 
termed the RIMS-2 model. It is frequently used in studies assessing the 
economic impacts of tourism. For Michigan, the RlMS-2 model has calculated a 
multiplier factor of 2.075 for lodging and entertainment spending, 2.327 for eating 
and dining, and 2.244 for retail. The factors are multiplied by the direct spending 
to estimate the overall impact. 

In this report, modest multipliers for the Allegan situation are utilized This 
reflects the fact that jobs from contractual spending were separately calculated, 
and the employment/housing pool analysis (in a later section) that finds that a 
significant number of the casino related positions may be filled by individuals who 
will continue to reside outside of the geographic area. 

For the Allegan Area this report uses a multiplier of 2.0 (essentially this means 
multiplying direct and indirect employment by 1.0 to derive induced employment). 
A figure of 1 .6 is selected for within Allegan County itself, reflecting a view that a 
significant portion of the off-site spending and contractor spending may flow to 
adjacent counties, particularly in the initial years. 

Total job creation from this scenario 

Summing the direct, indirect, and induced employment creation figures produce a 
total for the Allegan Area 4,904 FTEs, with 3,380 FTEs within Allegan County. 

As noted throughout, the approach taken by local businesses to the new 
business opportunities will greatly influence the amount of off-site spending 
attracted to Allegan. In addition, the degree to which local governments decide to 
encourage or restrain growth though their Master Plans and zoning/permitting will 
also impact to what extent the growth opportunities are utilized. No unwanted 
growth is foreseen. 

Construction Jobs 

An investment amount for the casino facility has not been published. Solely for 
elaboration purposes, a broad constmction figure of $100,000,000 is chosen. 
This relates to approximately 830 person years of construction employment. 
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PUBLIC REVENUES 

The most recent State Compact signed by four Native American tribes and 
Governor Engler dictates that 2% of electronic gaming (slot machine, video 
poker, etc.) revenues must flow to local governments. It is possible that the final 
compact signed by the Gun Lake Tribe may differ somewhat, but it is most logical 
for the purposes of this analysis to use the basic model that has been 
established. It must be considered unlikely for the amount that will flow to local 
communities to be less than that established In the existing compacts. 

The gaming scenario developed in Chapter Three generated a gross gaming 
revenue figure at full operation during year three of $169.67 million. From 
experience at other Native American casinos and Indiana riverboats, it is 
reasonable to postulate that electronic gaming will represent in the vicinity of 
82% of the total. 

Table 4-2 utilizes the gross gaming revenue figure and the slot percentage figure 
to display the 2% revenue payments to local government and an 8% payment to 
the state. 


TABLE 4-2 

SCENARIO FOR LOCAL AND STATE GAMING TAX REVENUES 
(Based Upon the Most Recent State Compact) 

Projected Gaming Revenues 

$ 169,672,946 

Slot Percentage 

82% 

Projected Slot Revenues 

$139,131,816 

State Percentage (at 8%) 

$ 11,130,545 

Local Percentage (at 2V«) 

$ 2,782,636 


The most recent compacts signed between Native American tribes and the State, 
which are assumed to serve as a model for the compact for the Gun Lake Tribe, 
calls for the distribution of the funds to be determined by a Local Revenue 
Sharing Board (LRSB). The language creates a 3-member panel composed of 
one person from the host Township (or City), one from the County, and one other 
from local government. 
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The Tribe does not influence how the revenues are distributed. If, solely for an 
example, the Township hosting the casino were to receive one-third of the dollars 
allocated by the Board, the annual payments under the scenario above would 
exceed $927,000. The Township would also be in the position to also benefit 
from the remaining $1.8 million that would be apportioned to the County and 
other public purposes. 

The most recent Compact also requires that a minimum of one-eighth of the local 
funds flow to public safety services (this amount can be exceeded). Under the 
scenario, the minimum figure for public safety would be over $347,000 annually, 
with the LRSB having the option to direct even more dollars to public safety 
purposes. 

There are also other public revenues that will be generated due to the casino. 
For example, any increase in hotel/motel usage would raise collections from 
lodging use fees. Greater property tax revenues would also be garnered from 
new or expanded businesses. Homeowners, however, are protected from having 
their own property tax payments increase above the rate of inflation by State law. 

In Michigan, counties and local governments do not have local sales taxes. The 
state does have a 6% sales tax. Non-gaming spending attracted by the casino 
that would othenvise flowed to spending in other states (such as in Indiana 
counties with riverboat casinos) would to the generation of some additional state 
sales tax revenues. If, solely for descriptive purposes, if a round figure of $15 
million is chosen to represent the proportion of the non-gaming spending that 
would otherwise not have been spent in Michigan, and all this was subject to the 
state sales tax, an incremental gain to state of $900,000 annually in state sales 
tax revenues would be achieved. 

The additional spending from better employment by the individuals in the direct, 
indirect, and induced employment would also generate at the margin additional 
state sales, income, and sales taxes. Developing a formal estimate of the 
additional net figures is beyond the scope of this report. Wayland Township 
does not have an income tax on residents. This precludes taxing non-residents 
employees at local businesses. 
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CHAPTER FIVE 

POPULATION, HOUSING AND OTHER COMMUNITY 
DEVELOPMENT IMPACTS AND CONSIDERATIONS 

POTENTIAL GROWTH 

The new employment and local business opportunities create an environment 
where growth may occur. Yet, as noted, the "supply" to meet the "demand" will 
be to a large degree controlled by local and county government. The zoning and 
minimum site size regulations, along with the capacity allowed and location of 
sanitary sewer and water lines, will affect the size and location of growth. There 
is no reason to believe that any unplanned growth will occur. 

This Chapter develops scenarios for the sources of the employees, and the 
subsequent impact on housing demand. It also addresses other community 
development aspects. 

POTENTIAL POOLS OF EMPLOYEES 

Any model used to estimate change in population or housing created by the 
casino begins with a review of where the new employees will come from. Once a 
scenario is developed for the employees, the population and housing scenarios 
can be derived. 

Categories 

The potential pools of employees for the jobs created can grouped in the 
following manner: 

• Allegan residents now working in other counties. 

• From the ranks of the unemployed and expansion of the woridorce, 
including part-time employment. 

• Overtime. 

• Employees who will commute significant distances to the casino; no 
plans to move into the county. 

• Shifts from other employers in the County. 

• Employees intending to move into Allegan if reasonable housing 
options are available. 

• Employees in the jobs made available from intra-county shifts that will 
move into Allegan if reasonable housing options exist. 
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Each of the categories is briefly described below; 

Allegan residenis now working in other counties. 

Over 48% of employed Allegan residents work outside of the county. This 
"bedroom community" effect in some ways is a compliment to the attractiveness 
of Allegan. It is also influenced by the cost of living of other areas and creates 
transportation and time resource costs. The dependency upon the economies of 
other areas is also a factor in why the casino will benefit the area. 

It is likely that some residents will take jobs at the casino, or in the other jobs 
spawned off-site by the casino, as a preference to their current employment 
outside the county. In many cases the wages, and particularly the benefits, will 
be better, with better opportunities for advancement. For some, the new jobs will 
simply be more convenient than traveiling further each day. 

From the ranks of the unempioyed and expansion of the workforce, 
including part-time employment. 

Data in Chapter Two exhibited that the July unemployment rate for the 
Metropolitan Statistical Area in June of 2002 was 7.5. The overall number of 
unemployed in the four county region was reported to be 48,500, up from 23,800 
in July of 2000. 

Casino employment also has the potential to attract employees through 
expansion of the workforce. The “unemployed" classification includes only those 
actively seeking employment. These “discouraged workers” that do not show up 
in the unemployment figures provide an additional potential employment pool of 
the casino. 

There are also individuals in seasonal or cash-only jobs not reflected in the 
unemployment figures that will be attracted to positions at the casino or at the 
indirect or induced jobs. This category also includes individuals taking second 
jobs in one of the positions created, perhaps on a part-time (moon-lighting) basis. 

Overtime 

It is common for a casino to utilize overtime, particularly for the skilled and 
somewhat unique positions directly involving the gaming operations. 
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Employees who will commute significant distances to the casino; no 
plans to move into the county. 

A significant portion of the positions will be filled by residents of surrounding 
counties who will not (at least in the foreseeable future) be planning to move to 
Allegan. Employees filling the on-site positions are viewed as somewhat more 
likely to be attracted to moving into Allegan because of the higher wages and 
benefits at the casino positions compared to those in the off-site categories. 

Shifts from other employers in the county. 

There may be some shifting of employees from other employment in Allegan. 
Given that such a large percentage of Allegan residents work in other counties, 
this is not expected to be a large number. 

Moreover, the number of unemployed in the region far exceeds the number of 
jobs created, thus there will be many others in the employment pool to fill any 
positions opened from shifts to casino related employment. 

Employees Intending to move into Allegan if reasonable housing options 
are available. 

This is the core group that will create housing demand. For most, it will take 
several years to first begin work, determine the employment and operations do 
indeed hold long-term attractiveness, and then look for and find housing within 
the county. The assumptions used in the scenarios that follow attempt to avoid 
double-counting of this group with employees derived from the groups above. 

Employees In the jobs made available from intra-county shifts that will 
move into Allegan if reasonable housing options exist. 

Any shifts from other employers in the county will create openings. In a few 
instances, this will attract new employees for these positions who desire to move 
to Allegan. In that such positions will not be high paying (or othenArise the 
incumbent would not have left the Job) this dynamic will be small. 


MICHIGAN CONSULTANTS 


PAGE 38 




271 


2002— UPDATED ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
ALLEGAN COUNTY NATIVE AMERICAN CASINO 


EMPLOYEE SOURCE SCENARIO 

In Table 5-1 the total employment needs and the pools listed above are utilized, 
along with prudent assumptions, to develop a mid-level scenario for the 
distribution of new employees. This assumes a reasonable level of desire on the 
part of local governments to accommodate new housing. The estimates are not 
suggested as being firm predictions, but rather the reasonable outcomes given a 
variety of tangible and intangible factors. The scenario does not include any 
other housing trends exogenous to the casino. 


TABLE 5-1 

MID-RANGE SCENARIO 

EMPLOYMENT POOL 

JOB (FTE) ESTIMATE 

Direct and Indirect 

Induced 

IndMduais 

In Row 
Category 

2,208 

1,324 

LABOR POOL 

Proportion 
of column 

#of 

Individuals 

Proportion 
of column 

«of 

Individuals 

3,532 

Allegan restdents now working at 

Jobs Mitside of area. 

20% 

442 

15% 

199 

640 

Unemployed, expansion in 
workforce, including part-time. 

15% 

331 

20% 

265 

596 

Overtime 

5% 

110 

5% 

66 

176 

Outside of Allegan who wHi 
ccxnmute for the foreseeable future 

30% 

662 

40% 

530 

1,192 

Subtotal 

70% 

1,546 

80% 

1.059 

2,605 

From shifts from Allegan employers. 

10% 

221 

10% 

132 

353 

From ^npioyees moving to Allegan 
(If housing supply exists). 

20% 

442 

10% 

132 

574 

Totol from the above. 

100% 

2,208 

100% 

1,324 

3.532 

Employees ftliing cotmty shifts 
wcxkers ftiat \^lt mcwe to Allegan. 

10% 

22 

10% 

13 

35 

New employees moving to Allegan 


464 


146 

609 


In order to exhibit flexibility and appreciation that there are many variables that 
will influence actual housing growth, the analysis also offers "low-range" and 
"high-range" scenarios. These figures are displayed in Tables 5-2 and 5-3. 
Each scenario uses the same total number of new jobs from the estimates 
generated in Chapter 4. The ranges stem from the use of differing assumptions 
for the various categories of employee sources. 
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TABLE 5-2 

LOW-RANGE SCENARIO-EMPLOYMENT POOL 


Job (FTE) Estimate 

Direct and Indirect 

Induced 

Individuals 
in Row 
Category 

2,208 

1,324 

Labor Pool 

Proportion 

ofcolitfnn 

#of 

individuals 

Proportion 
of column 

#of 

individuals 

Allege residents now working at jobs 
outside of area. 

20% 

442 

15% 

199 

640 


15% 

331 

20% 

265 

596 

Overtime 

5% 

110 

5% 

66 

176 

Outside of Ailegan who will commute 
for the foreseeable future 

40% 

883 

45% 

598 

1,479 



SiU3total 

80% 

1,766 

85% 

1,125 

2,892 

From shifts from WIegan wnployers. 

10% 

221 

10% 

132 

353 

■ttifilTMIlBa 

10% 

221 

5% 

60 

287 


10% 

22 

5% 

7 

29 

1 New ^{itoyees moving to Ailegan 


243 


73 

316 


TABLE 5-3 

HIGH-RANGE SCENARIO-EMPLOYMENT POOL 


Job (FTE) Estimate 

Direct and indirect 

Induced 

Individuals 
In Row 
Category 

2,208 

1,324 

Labor Pool 

Proportion 
of coiisnn 

»of 

individuals 

Proportion 
of column 

#of 

individuals 

Allegan residents now working at Jobs 
outside of area. 

15% 

331 

15% 

199 

530 

Unemii^oyed, expansion in wcxkftMce, 
inctudinq part-time. 

10% 

221 

20% 

265 

486 

Overtime 

5% 

110 

5% 


176 

Outside of Allegan who v^ti commute 
for me foreseeable fuhjre 

25% 

552 

35Y. 

463 

1.01S 

Subtext 

55% 

1,214 

75% 

993 

237 

From shifts from Allegan employers. 

10% 

221 

10% 

132 

353 


35% 

773 

15% 

199 

971 

Employes filling county shifts 
workers that ^li move to Allegan. 

15% 

33 

10% 

13 

46 

err^oye^ moving to Ailegan 


806 


212 

1,018 
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NEW HOUSING SCENARIO 

The employee source projections provide a foundation for developing housing 
scenarios. Table 5 A exhibits the low-, mid-, and high-range scenarios. As 
stated throughout, local public policy will have an enormous impact on how many 
structures are actually built, and of what design. 


TABLE 5-4 I 

NEW HOUSING DISTRIBUTION SCENARIOS | 


Low-r< 

3nge 

Mid-range 

Hlgh-range | 

Total employees moving to Allegan 

316 


609 


1,018 


Employees per housing unit 

1.1 


1.1 


1.0 


Added unit base demand. 


287 


554 


1.018 

Served from vacancies and 
modifications to existing units. 

10% 

29 

5% 

28 

0% 

0 

New unit demand. 


258 


526 


1.018 

Proportion within 15 minutes of 
casino. 

60% 


65% 


70% 


New structure demand within 1 S 
minutes 


155 


342 


712 

I TYPE OF UNIT SCENARIOS 



Low 

Middle 

High I 

Single standing 

45% 

70 

50% 

171 

55% 

392 

Condominium 

15% 

23 

15% 

51 

15% 

107 

Apartment 

40% 

62 

35% 

120 

30% 

214 


The mid-range estimate of 526 new units represents an increase of a bit over 
1 .2% in the Allegan housing stock. This is a significant figure in terms of being 
created by one project, but not overwhelming for planning or Infrastructure. It will 
also require several years to evolve. 

If the average household size for these new units in the mid-range estimate were 
2.70, the total population increase equates to approximately 1,420 individuals, 
representing a total Allegan county population increment of less than 1 .35%. 
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Schools Impacts 

As Chapter Two detailed, student populations at public schools in Allegan County 
grew only slightly during the last decade (approximately 4%) even though 
population was increasing by over 16%. The specific reasons for the trend are 
not certain, although an increase in Charter and private schools, and a lower 
percentage of residents between the ages of 8-18 within the total population, are 
possible factors. Regardless, the results of the housing scenarios do not suggest 
that public schools will be facing major enrollment impacts due to the casino. 

Even if growrth is allowed and indeed does occur, it would take several years to 
evolve after the casino opened. Furthermore, if there is growth, state aid is 
guaranteed at the same level of funding per student— therefore dollars from the 
state school aid fund would increase proportionately with any increase in the 
number of public school students. 

COMMUNITY DEVELOPMENT 

Opportunity, planning and control 

Even though the county is involved with a variety of programs to attract new 
businesses to Allegan, some residents may be concerned that the casino may 
create too much growth. The casino may create a demand for expanded 
housing and encourage businesses to expand. Local governments, however, will 
still possess the ability to manage the growth through permitting and zoning. No 
unplanned growth need occur. 

Allegan County, according to U.S. Census, was home in the year 2000 to 372 
retail service establishments and 172 accommodation & food service 
establishments. Therefore, revenue growth from off-site spending by casino 
customers is very likely to occur at already existing enterprises and structures. 

Sewer and water 

The sewer and water infrastructure and other environmental aspects are 
discussed in a separate component document of the overall submittal. Several 
segments of the housing, community development, off-site business analyses 
speak to the limits on indirect and induced growth. 
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Roads and traffic 

Separate sections of the submittal detail road and traffic considerations. Given 
the location and design of the land use plan, there is strong reason to concur that 
the considerations will be addressed in full. 

GENERAL BUSINESS ENVIRONMENT 

New opportunities for other businesses 

The employment scenario in Chapter Four discussed the off-site indirect and 
induced employment potentials created by the casino. The new dollars in the 
economy create revenue stabilization and growth opportunities for existing 
businesses. Any business expansion would occur at existing facilities or directed 
and limited to geographic districts that are zoned for commercial uses. 

Attractiveness of area to non-casino businesses 

Information has been supplied that exhibited that the land values in casino host 
communities in Michigan have increased faster than in the remainder of the 
state. Any increase in the overall economy tends to make an area more 
attractive to new businesses. 

It is valuable to consider the recent experience in Detroit and Windsor, Ontario 
after their casinos were approved. During the period after approval of casino 
gaming in Detroit, both General Motors Corporation and Compuware Corporation 
have selected downtown Detroit as the location for their world headquarters. In 
Windsor, Chrysler Canada, after a nationwide search, announced Windsor was 
preferred for a new headquarters facility, it is not implied that these sites were 
chosen because of the casinos, but the gaming facilities obviously were not 
deterrents. 

Casino impacts on property values elsewhere 

The history from Michigan counties that presently host casinos is that land values 
increase. This is logical given that individuals may be seeking housing in the 
area, the added revenues for the business sector, the better net income realized 
by County residents deciding to work at one of the new jobs rather than jobs 
outside the county, and the major public payments made by the casino to local 
governments. 
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A statistical indicator of impacts on property value can be found through 
comparison of trends in the SEV in counties with casinos. Michigan State 
University publishes data on the SEV in each county in Michigan. Table 5-5 
compares the SEV trends between the years 1993 and 1999 for the entire state 
of Michigan with five counties that host the largest Native American casinos in 
the State. These casinos either located within the counties during the period or 
grew from tiny operations to major enterprises. 


TABLE 5-5 

TRENDS IN STATE EQUALIZED VALUATION~1993-1999 
STATEWIDE AND KEY CASINO HOST COUNTIES 

Data Source: Michigan State University 

AREA 

1993 Total SEV 

1999 Total SEV 


ENTIRE STATE 

167,507,478,809 

261,002,177,463 

36% 

Chippewa 

446,134.064 

755,618,515 

41% 

Grand Traverse 

1,559.346,875 

2,719,016,666 

43% 

Isabella 

632,402,030 

1,036,301,595 

39% 

Leelanau 

873,166,037 

1,526,420,485 

43% 

Mackinac 

405,786,322 

674,576,213 

40% 

HOST COUNTY GROUP 

3,916,835,328 

6,711,933.474 

42% 


The data exhibits that total property values in casino host counties have 
performed impressively—well above the state average. Furthermore, the host 
county group figure was held down due to the loss by Isabella County of a key 
petroleum industry firm (and its SEV) that was totally unrelated to the casino. 
Interestingly, the growth in Allegan during the period was 43%, with the growth in 
Allegan, Kent, and Ottawa combined being 37%. it is not suggested that the 
casinos alone were the reason for the increase in the SEV. The data does 
challenge, however, concerns that a casino lowers area land values. 
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CHAPTER SIX 

OTHER COMMUNITY IMPACTS AND CONCERNS 


THE ECONOMY AND SOCIAL IMPACTS 

This Chapter reviews various additional community impacts and considerations 
potentially created by the new casino. Key to the discussion is the reality that 
better overall local employment tends to benefit the quality of life of an area in 
many ways beyond higher paychecks. The task of assessing the community 
impacts in Allegan County is aided by the fact that 17 other Native American 
casinos already exist in Michigan. Hundreds of communrties in other states host 
casinos. This Chapter references a sound foundation of historical information on 
what has occurred in these communities after a casino has opened. 

An interesting aspect of casinos and new areas is that concerns may be voiced 
from both those that claim that the casino will not produce economic benefits and 
those that claim that the casino will be too successful and create too much 
growth. On occasion, the same critics argue from both extremes. In actuality, 
the findings from other areas exhibit that the casinos have been beneficial 
additions, but do not dominate an area. 

The full operation scenario in the previous chapter estimated that the casino 
would be paying to local programs and agencies approximately $2.78 million 
annually from electronic games of chance revenues based upon the standard 
state compact (2% of EGC revenues to locals, plus an additional 8% to the 
state). The tribe is also prepared to provide a resolution pledging a 2% of EGC 
revenues to local programs and agencies in the event that a state compact is not 
entered into. These dollars will help assure a better community. 

CRIMINAL ACTIVITY AND LAW ENFORCEMENT 

No common agreement 

Casino proponents and critics have often voiced opinions on the relationship 
between crime and casinos. A Google search of the words “casinos crime rate 
impact’ yields over 6,000 hits. There is no agreement. When scrutinizing the 
issue, the extensive effort by the National Gambling Impact Study Commission, 
using figures supplied by the National Opinion Research Council, concluded that 
“insufficient data exists to quantify or determine that relationship.” A later study 
by the Governmental Accounting Office reached a similar determination. 
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Many of the studies of the relationship between casinos and crime rates that 
have been conducted in other states (whether reaching “pro" or “anti” or "cannot 
determine” conclusions) may not be appropriate for Michigan in any event. The 
studies tend to took at regions where few gaming/casino options previously 
existed for area residences. As previously identified, Allegan area residents 
already have many gaming options, including 20 casinos in Michigan and 
riverboats just across the Indiana border 

Crime “rates” and tourist areas 

The official "crime rates” for residents of tourist areas and areas with a large 
number of seasonal homes can be unfairly overstated. The published crime rate 
for an area is typically calculated by dividing the number of crimes by the number 
of permanent residents. This methodology unfairly treats venues with a large 
number of visitors. A convenience crime at a tourist attraction against a visitor 
(such as purse snatching) is recorded as occurring within the host community 
and thus is included in the crime rate calculation as if the victim was a permanent 
resident. Yet, the residents of these towns may correctly view their community 
as safe; they might not even know the crime was even committed. 

Orlando, home to Disney World and other tourist attractions, provides an 
interesting perspective. The December 18, 2001 edition of the Orlando Sentinel 
reported on a FBI study that found that of 16 cities of comparable size, Orlando 
ranked first in all crimes per 100,000 residents. The article reported, "Many of the 
reasons for Orlando's high numbers are linked to the city being a tourist 
destination, experts say. First, the industry adds 150,000 visitors to the local 
population on any given day, and the FBI does not factor in the transient 
population ' of any city when measuring crime rates . " 

Comparison with experience in Michigan casino host communities 

Even if the deficiencies in calculating crime rates are disregarded, the historic 
numbers for crimes in casino host counties in Michigan still compare favorably 
with other areas. This is a particularly important concept because the Michigan 
State Police crime figures encompass the total crime trends, rather than simply 
anecdotes pertaining to a few individuals. 

Caution is appropriate when comparing crime frequency between areas due to 
the differences in demographics as well as other issues, such as the number of 
tourists. Moreover, an improved law enforcement may even lead to an increase 
in reported crimes because victims and witnesses becomes more likely to 
contact police if there is an abiding belief that an arrest and conviction will follow. 
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Even given the shortcomings of comparing crime rates, it still is of interest to 
contrast crime figures in the Allegan region with those counties that have been 
hosting the larger Native American casinos in Michigan. Table 0-1 provides data 
from the Michigan State Police for the year 2000. The table includes the host 
counties for four larger Native American casinos. It also includes the four 
counties in the Metropolitan Statistical Area that Allegan County is part of, and 
the totals for the entire state. Exhibited are the totals for "Index’ crimes (typically 
more serious), and "Non-index". Three key subcategories of Index crimes are 
also exhibited Aggravated Assault, Burglary, and Robbery. 


TABLE 6-1 

COMPARISONS OF INDEX AND NON-INDEX CRIME TOTALS FOR 2000 

Data Source: Michigan State Police 


Popu- 

Index 

Key Index Crimes 

Non-Index 

Index and 


latlon 

Crimes 

Aggra. 

Assault 

Burglary Robbery 

Crimes 

Non-Index 

Casino Host 
CounSes 

Chippewa 

38,413 

732 

46 

121 

2 

2,865 

3,597 

Grand Traverse 

77,654 

2,407 

90 

315 

8 

6,704 

9,111 

Isabella 

63,351 

1,764 

70 

288 

8 

5,422 

7,186 

Manistee 

24,527 

652 

45 

157 

2 

2,144 

2,796 

Subtotal 

203,945 

5,555 

251 

881 

20 

17,135 

22,690 

Per 1000 residents 


27,2 

1.2 

4.3 

0.1 

84.0 

111.3 

Counties In MSA 








Allegan 

105,665 

1,779 

162 

410 

8 

5,625 

7,404 

Kent 

574,335 

24,916 

1,999 

4,690 

740 

47,622 

72,538 

Muskegon 

170,200 

5,833 

286 

882 

31 

20,672 

26,505 

Ottawa 

238,314 

8,200 

511 

1,182 

121 

24,709 

32.909 

Subtotal 

1,088,514 

40,728 

2,958 

7,164 

900 

98,628 

139,356 

Per 1000 residents 


37.4 

2.7 

6.6 

0.8 

30.6 

128.0 


9,938,444 

40,11,873 

35,481 

69,073 13,512 

708,239 

1,120,112 



41.4 

3.6 

7.0 

1.4 

71,3 

11i7 
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The rates of offences “per 1000 residents" are also calculated, using the Census 
figure for permanent residents in the denominator. Again, this technique might 
be unfair to casino host counties because their rates would be lower if the 
thousand of visitors to the casino were included in the population denominator. 
Nevertheless, the 2000 rates calculated for these communities compare 
favorably. The Allegan area MSA experienced a higher level of Index and Non- 
Index crimes in 2000 than the four casino host communities. The host 
communities also have an Index crime rate lower than the state average. These 
figures are not proof that casinos reduce crime; there are many other variables. 
Yet, the data does not infer that the presence of casinos increases serious crime. 

It is not statistically sound to compare the crime rates for a small county between 
two different years because a single rash of occurrences can skew the totals. 
Yet, simply for context, it is interesting to note that in 1996, before the Little River 
casino opened in Manistee County, the State Police data for the county shows a 
Robbery total of 3, Aggravated Assaults total of 40, and a Burglary total of 157— 
figures almost identical to the 2000 totals (Table 6-1 ) after the casino opened. 

A brief review of trends within Isabella is also useful. During the years 1994 to 
1998, the Soaring Eagle casino grew from a relatively modest operation into one 
of the largest gaming venues in North America. The levels of change within four 
key categories involving violent crimes or a threat to injure are as follows: 

Rape decrease of 29% 

Robbery decrease of 38% 

Aggravated assault decrease of 11% 

Overall violent crime rate decrease of 18% 

There are likely many reasons why the decrease occurred, and some other 
geographic areas may exhibit even larger decreases. Nevertheless, the Isabella 
trends again suggest that there is no evidence to believe that crime levels 
increase due to the presence of a Native American casino. 

Indiana historical results in casino host counties 

it is useful to also consider impacts in regions with similar demographics. In 
Indiana, eight riverboat casinos opened between 1995 and 1997 and a ninth in 
1998. The Indiana Gambling Impact Study Commission retained the Indiana 
University Center for Urban Policy to provide statistical research Into the 
community impacts of the riverboats. The final report, "The Social, Fiscal, and 
Economic Impacts of Legalized Gambling in Indiana" was published in 1999. 

The report analyzed a variety of crime data for counties hosting casinos and the 
data for the remainder of the state. 
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In Table 6-2 arrest data published by the Commission for casino counties is 
compared to non-casino counties. 


TABLE 6-2 

CHANGE FROM 1992 TO 1997 IN TOTAL ARRESTS 

FIVE CASINO COUNTIES AND REMAINER OF STATE 

Data source: Indiarra Gambling Impact Study Commission 

Typo of Arrest 

Change In "Casino 
Counties” 

Change in Remainder of 
State 

Disorderly Conduct 

-49% 

-15% 

Public intoxication 

-30% 

-11% 

Driving under the influence 

+11% 

-30% 

Offenses against families 

+24% 

+80% 

Drug Abuse Violation 

+11% 

+108% 

Fraud 

-14% 

+31% 


The casino counties exhibited better improvements (or lower increases) than the 
remainder of the state in all but one of the categories. The sole exception was 
“Driving Under the Influence." Even in this category, 4 of the 5 five casino host 
counties experienced a decrease during the 5-year period. The sole exception, 
Lake County, is located on the Chicago border, and is host to or near six casinos 
in Indiana and Illinois. During the period, the Chicago was experiencing an 
increase in visitors, creating additional traffic. Heightened enforcement of 
drunken driving laws also may have been a factor. Interestingly, the Indiana 
Study found that in several categories the total number of arrests actually 
decreased after the casino opened. This may have been influenced by the 
improved local employment situation brought by casinos, although other factors 
may also have impacted the totals. 

Paperwork and the cost of law enforcement and other services 

Even though the Michigan and Indiana data does not suggest that serious crimes 
against residents will increase, it is still possible that local public safety agencies 
will experience an increased work load. There are less intense aspects of law 
enforcement that will need to be dealt with. A prominent consideration In this 
category stems from increased traffic. The site is near a major highway, yet it 
remains likely that traffic related will increase for local public safety agencies. 
This also indudes the time at the scene and office paperwork involved with 
automobile accidents and breakdowns. 
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The possibility of additional local public safety expenses were part of the reason 
that the most recent compact between tribes and the State required that at least 
one-eighth of the 2% dollars flowing to local governments was required to flow to 
public safety services. If this same language Is used for the Wayland Township 
facility, the scenario in Chapter Four suggests that a minimum of over $347,000 
annually would flow automatically to Allegan public safety programs. The Local 
Revenue Sharing Board (called for in the standard state compact) that 
administrating the 2% funds could further increase the payments to public safety 
agencies, whether or not directly connected to actual expense impacts. 

The tribe will be responsible for security on-site at the facility. Casinos are 
probably the most tightly monitored of any entertainment/tourism venue. These 
costs are entirely those of the casino operator. The site will not possess tribal 
housing. This significantly reduces the level of administrative agreements 
between the tribe and local public safety units, as compared to situations where 
the tribal lands host significant permanent populations. 

The tribe has entered into an agreement with the Allegan County Sheriffs Office 
covering various law enforcement jurisdictional issues A copy of the agreement 
is included in a separate section of the overall application. This agreement is a 
sign that those most involved with local law enforcement are satisfied that the 
payments from the tribe will cover or exceed any increased expenses. If a state 
compact is not entered into, the financial portion of the agreement will be 
financed by the 2% payment agreement the tribe has pledged to make to local 
programs and services. 

Similar types of agreements are being negotiated fire and emergency medical 
services agencies, and should be completed. The financing will be provided 
through the 2% payments in the state compact. If a state compact is not entered 
into, the financing will stem from the 2% pledge the tribe is prepared to make to 
local programs and agencies. 

Police, fire, and EMS would be expected to be the most significant administrative 
and service expense areas. The 2% payments, whether from a standard state 
compact or a separate pledge made by the tribe for local programs and agencies 
provides for significant additional amounts to be available for other projects and 
purposes. It is again noted that major development projects in Michigan typically 
do not make special payments or guarantees, indeed, taxes for major 
employment creatton projects often are abated. 
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ADMINISTRATION OF LOCAL (INCLUDING COUNTY) GOVERNMENT 

There is also a cluster or administrative and paperwork expenses for the host 
community, as there would be with any new development. These likely will be 
less significant then the public safety area, but merit notice. Such items include 
revisions to the Master Plan, consulting services for reviewing future plans, 
policies, permits, and public meetings. In a similar vein, Uie County may also 
experience some miscellaneous administrative expenditures, for example, within 
the planning office. An exact expense total for these activities will depend upon 
the decisions of the Township and County. Moreover, some of these actions are 
undertaken periodically whether or not there is a casino. Overall, the additional 
costs would not be expected to exceed $150,000. This is far less than the local 
and county dollars expected from a standard state compact or a separate 2% of 
EGC payment from the tribe to local (including county) programs and agencies. 

PROBLEM GAMBLING BEHAVIOR 

Some critics may claim that the casino will create a tidal wave of new problem 
bettors among Allegan residents, thereby (in theory) creating social costs for 
county government. Historical data does not suggest such a problem will occur. 

Rates of gambling addiction 

The vast majority of casino patrons are normal citizens who choose a casino as a 
form of entertainment. Certainly though, there are members of society that 
possess compulsive gambling tendencies. Studies typically place the percentage 
of adults with the predisposition at between 1.1% and 2.2%, with perhaps one- 
half of that group actively involved in addictive gambling at any one time. 

It is also a fact that individuals with addictive gambling tendencies are more 
prone to have other addictive or self-defeating habits (drugs, alcohol, excessive 
spending, anti-social behavior, etc.). Whether the gambling problem is a cause 
or an effect can be difficult, if not impossible, to determine. 

Numerous wagering alternatives already exist 

It is reiterated that the reality is that Allegan area residents that want to make a 
wager already have numerous opportunities. Whether legal wagering (lotteries, 
bingos, casinos, horse tracks) or illegal (bookmakers, private games, the 
Internet) many alternatives exist. 
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Indiana bankruptcy report 

One of the activities of the research team for Indiana Gambling Impact Study 
Commission was an intensive survey of individuals filing for bankruptcy. The 
researchers found that of the 1,107 petitioners surveyed who filed non-business 
bankruptcy in 1999, only about half engaged in some form of entertainment- 
related gambling during the year before filing. Furthermore, even of this group, 
only a minority had even visited a riverboat. In the “Conclusions" segment of the 
“Gambling and Bankruptcy” section the researchers report; 

"There is no evidence from this analysis that persons who file bankruptcy 
are more likely to engage in gambling or to have problems with gambling 
than a random sample of adults." 

It is also noted that in a 1999 study the United States Treasury Department 
reached the determination that any claim of a relationship between gambling and 
bankruptcy was "statistically weak.” 

Programs for those with problem gaming behavior 

Regardless of ones views on the causes and magnitude of addictive gaming 
behavior, there is no question that there are members of society that do need 
and merit help with their problem betting. The new casino should be expected to 
provide financial support to programs that assist individuals with addictive 
behavioral tendencies. 

It is common for Native American casinos in Michigan to contribute towards such 
programs. The programs funded by the casino will also be helping to address 
problem behavior that occurs with other forms of gaming. Internet sites and 
illegal bookmaking, obviously, do not fund such programs. 

The Allegan facility should also be expected to utilize “responsible gaming" 
practices that are now common at most casinos. Some aspects include 
appropriate signage and other information about the availability of help for 
problem gamblers, and a service to prevent individuals from entering the casino 
who request such limits on their behavior. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


SECTION ONE 

INTRODUCTION AND BACKGROUND 


OVERVIEW 

The November 2002 Draft Environmental Assessment (DEA) provided detailed 
information on housing potentially created/influenced by the new casino. There 
was also discussion of off-site spending by casino visitors, as well as the 
contractual spending by the casino. The DEA was supported by a study by 
Michigan Consultants, of Lansing, entitled “2002 Updated Economic and 
Community Impact Analysis-Allegan County Native American Casino" 
(hereinafter referred to as the “base" Michigan Consultants report). 

On the following pages, this supplement offers updated information and 
additional analysis. Sections Two and Three focus on the most likely locations 
for new housing and commercial development potentially induced by the casino. 
Included in the analysis are considerations involving the capability of the existing 
infrastructure to serve any casino induced off-site construction, and the 
consistency of any casino induced housing or commercial buildings with the 
existing local Master Plans and zoning. The location scenario is then used in the 
revised Final Environmental Assessment (FEA) to assure consideration of any 
environmental impacts and how those impacts are addressed and mitigated. 

Section Four of the supplement provides additional attention to three aspects of 
particular importance— public schools, public safety, and public revenues. These 
areas are addressed in several places in the DEA and FEA; this additional review 
consolidates and emphasizes previous information with updated data. 

Section Five provides a response to a “critical analysis” of the base economic 
and community analysis submitted to the Bureau of Indians Affairs by Anderson 
Economic Group. 

The narrative, calculations, and tables on the following pages are designed to 
flow in a logical and sequential manner. At various points, however, the reader is 
directed to information in the base 2002 Michigan Consultants report, or to the 
accompanying environmental documents and maps. 
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SECTION TWO 

HOUSING LOCATION ANALYSIS 


NOTES ON BASE HOUSING SCENARIO 

The base Michigan Consultants 2002 report developed high, middle, and low 
range new housing scenarios. These scenarios are derived from projected direct, 
indirect, and induced employment created by the casino. The employment 
figures were the results of consideration of various market forces, gross 
customer spending, typical employee/revenue factors, and spending by the 
casino. The calculations were detailed in the 2002 report by Michigan 
Consultants, and referenced in the core submittal. 

The scenarios provide a logical basis to analyze likely impacts from casino 
induced housing demand. The scenarios are not represented as formal 
predictions that such units will, indeed, be built. Demand does not mean supply. 
There are a variety of local, state, and federal regulations, as well as market 
forces that influence the magnitude of supply of new units and the locations. 

The analysis by its nature is restricted to casino influenced demand. A broad 
definition is used, including not only the housing demand created by on-site 
employees, but also through employees at establishments benefiting from the 
off-site expenditures of casino patrons, off-site expenditures by the casino Itself, 
and induced employment created by the expenditures of the individuals in the 
direct and indirect jobs. Yet, there are a multitude of other factors that will shape 
the future of housing in the region — the economy, interest rates, community 
plans, competitive prices in other regions, etc. 

REVIEW OF HOUSING AND POPULATION WITHIN DRIVE TIME RADII 

As detailed in the base Michigan Consultants report, the region has a significant 
population base. Allegan County is defined by the Census Bureau as being part 
of the Muskegon-Grand Rapids-Holland Metropolitan Statistical Area. This 
includes Allegan, Kent, Ottawa, and Muskegon counties. Table 2-1 provides 
recent Census Bureau estimated population for each of these counties, plus the 
neighboring counties of Barry and Kalamazoo. As illustrated in the maps 
provided with this submittal, much of Barry is actually closer to the casino site 
than Muskegon, Ottawa, and northern Kent County. Parts of northern Kalamazoo 
County are also closer to the casino site than Muskegon or Ottawa. 
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TABLE 2-1 

2002 ESTIMATED COUNTY POPULATION 

Source: Bureau of the Census (released 4/17/2003) 

County 

Population 

Allegan 

109,336 

Kent 

587,951 

Ottawa 

245,913 

Muskegon 

171,765 

Barry 

57,943 

Kalamazoo 

241,471 


Approximately 1.7 million individuals live within a 50-mile radius of the casino site 
(according to Census Bureau geocoding data, table generated by Michigan 
Consultants from software of SRC LLC.). It is useful to consider population and 
housing unit totals within various drive time radii. Data for 15-, 20-, and 30- 
minute radii are provided in Table 2-2. The population figures provide further 
evidence that the site is located in a substantial metropolitan area with a 
significant existing housing stock. 


TABLE 2-2 

POPULATION AND HOUSING STATISTICS— 2000 

WITHIN VARIOUS DRIVE TIME RADII FROM CASINO SITE 

Source: United States Census Bureau. Table prepared by Mlchiqan Consultants 


15 minute 

20 minute 

30 minute 

Total Population 

35,405 

91,973 

530,895 

Populatton Density (per square mile) 

146.6 

206.5 

508.5 

Total Households 

12,564 

33,683 

198,114 

Total Housing Units 

13,801 

36,243 

210,750 

Owner Occupied Housing Units 

77.8% 

75.8% 

61.6% 

Renter Occupied Housing Units 

13.4% 

17.2% 

32.4% 

Vacant Housing Units 

9.0% 

7.1% 

6.0% 

Average Household Income 

$54,476 

$54,578 

$51,645 

Median Household Income 

$48,306 

$46,095 

$41,807 
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Maps are provided with this submittal that further exhibit the area involved. 
Within approximately a one half-hour drive of the casino site resides a population 
of over one-half million and almost 200,000 existing housing units. The Census 
Bureau determined that there were almost 12,000 vacant units within the 30- 
minute radius. There thus already exists a significant amount of housing supply 
and options for individuals filling the positions created by the casino. This also 
means that numerous market forces have shaped the housing supply in the 
region and are likely to continue to do so. 

The table also illuminates that between the 15 and 20-minute drive time the 
population and number of households is significantly greater than the level within 
15 minutes. This is due to the development that has already occurred in the 
southern Kent area. It also may be viewed as a suggestive that many of Jobs in 
the region have traditionally been in Kent, and not Allegan. 

In terms of geographic size, the Census Bureau reports the official size of 
Wayland Township to be 33.5 square miles, and the size of the City of Wayiand 
to be 2.9 square miles. 

EMPLOYMENT TRENDS 

The county and region have experienced a spike in unemployment. This 
influences the number of casino jobs filled by area residents, which in turn 
dampens any potential demand for new housing from new employees moving 
into the area. Recently released unemployment figures for February of 2003 are 
contrasted with those of February 2000 in Table 2-3. 


TABLE 2-3 

COMPARITIVE UNEMPLOYMENT 

FEBRUARY 2000 TO FEBRUARY 2003 

Source: Michigan Depart of Career Development 

County 

February 2000 

February 2003 | 

Unemployed 

Rate 

Unemployed 

Rate 

Allegan 

1,875 

3.3% 

4,100 

7.1% 

Kent 

9,600 

2.9% 

23,900 

7.2% 

Muskegon 

3,500 

4.3% 

8,725 

10.3% 

Ottawa 

4,050 

2.9% 

8,800 

6.2% 

Barry 

1,125 

3.4% 

1,825 

5.7% 

Kalamazoo 

3,475 

2.7% 

6,200 

4.9% 
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The increased in Allegan alone is greater than the number of on-site jobs at the 
casino. 

KEY COMPONENTS TO IDENTIFYING LIKELY DEVELOPMENT AREAS AND 
ALLOCATING POTENTIAL CASINO INFLUENCED NEW UNITS 

A five-step approach was devised to provide a geographic allocation scenario for the 
new housing units potentially aeated by casino influenced demand. 

A. Use the original study and figures as a base; identify core unit and outer core 
figures. 

B. Identify available and appropriate land within appropriate drive times. 

C. Identify postulates for allocating parcels to most likely areas. 

D. Allocate housing with core area. 

E. Allocate housing in outer core. 

The new commercial building analysis provided in Section Three uses the same 
framework and land availability data. 

The allocation of new structures within communities is based upon detailed 
information and a logical approach using input from individuals involved with area 
real estate and the professional experience of the consultants. It provides a 
parameter for environmental calculations and mitigation analysis. It is not a 
formal prediction of where casino employees will indeed reside in future years. 
These same “qualifier" statements are appropriate throughout 

Step A: Consider base figures creating in mid-range housing scenario 

For convenience, key data and tables summarizing the figures generated in the 
mid-range housing scenario in the Michigan Consultants’ study are repeated in 
Table 2-4. Further discussion of the methodology is available in the base 
Michigan Consultants report, which is included in the Appendix to the 
Environmental Assessment. 
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TABLE 2-4 

JOBS CREATED 
(Full-time Equated Positions) 



ALLEGAN AREA 

ALLEGAN COUNTY 
ONLY 

DIRECT ON-SITE 

1,326 

1,826 

INDIRECT OFF-SITE 



* From customer spending 

358 


* Subcontractors hired by casino 

268 


SUBTOTAL DIRECT AND INDIRECT 

2,452 

2,112 

INDUCED 



• Multiplier (times direct & indirect) 

1.0 

0.6 

* Induced employment 

2.452 

1J267 

TOTAL EMPLOYMENT IMPACT 

4,904 

3,380 


The “Allegan Area” was defined in the base Michigan Consultants’ report on 
page 27 as “including all of Allegan and Kent counties, southern Ottawa county, 
western Barry county and northern Kalamazoo County.” 

Any major shortfall in obtaining the full year revenue target of $169.7 million or 
the customer visits figure of 3.1 million will likely result in fewer Jobs created (and 
thus lower housing and commercial development scenarios). Similarly, 
surpassing the targets has the potential to increase jobs and housing. Other 
parts of the base Michigan Consultants report and supplements to this report 
further discuss the employment estimates. 

The base study allocated the employment within various labor pools, based upon 
the employment situation then existing. The classifications are repeated in 
Table 2-5. 
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TABLE 2-5 

EMPLOYEE POOL AND LOCATION SCENARIO 


JOB (FTE) ESTIMATE 

Direct and Indirect 

Induced 

Individuals 

inRr^ 

Category 

2,208 

1,324 

LABOR POOL 

Proportion 
of column 

#of 

Individuals 

ProprMTtion 
of column 

#of 

Individuals 

3,532 

AJl^an residenis now working at 

Jobs outside of area.* 

20% 

442 

15% 

199 

640 

Unemployed, expansion in 
workkxce, including part-time. 

15% 

331 

20% 

265 

596 

Overtime 

5% 

110 

5% 

66 

176 

Outside of MIegan will 

commute for tiie foreseeable futtwe* 

30% 

662 

40% 

530 

1,192 

Subtota! 

70% 

1,546 

80% 

1,059 

2,605 

from shifts from Allegan employers. 

10% 

221 

10% 

132 

353 

Ffwn employees moving to Allegan 
(if housing su(^y exists).* 

20% 

442 

10% 

132 

574 

Total from the above. 

100% 

2,208 

100% 


3,532 

Dnployees filling county shift 
workers that will move to Allegan. 

10% 

22 

10% 

13 

35 

New employees moving to Allegan 


464 


146 

608 


The increasing unemployment in the county and region will likely tend to increase 
the Allegan pool available, thus reducing demand to import labor from other 
counties (and thereby potentially reducing new housing demand). It also means 
that the employee pool from the nearest counties (southern Kent, western Barry, 
and northern Kalamazoo) may be more robust. These individuals are less likely 
to move into Allegan solely because of a job at the casino than employees hired 
from more distant present residences. 

In this supplement, the “mid-range” housing scenario will be used as the basis for 
the new housing demand calculations, even though arguments might be made to 
use the “lower-range” scenario. By taking this position, the anaiysis is 
deliberating a parameter for environmental calculations that takes into account 
housing several years into the future. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
QUN LAKE BAND CASINO 

(To be read in concert with environmental calculations supplement) 


The base Michigan Consultants' report translated the employment estimates 
pertaining to Allegan into scenarios for potential housing demand. Again, 
demand does not necessarily mean supply will be provided, plus many events in 
the economy extraneous to the casino will also shape supply and demand. The 
scenario attempts to logically consider casino influenced housing. The mid- 


range figures are offered below: 

Total employees moving into Allegan County 609 

Employees per housing unit 1.1 

Added unit base demand 554 

Served from vacandes & modifications to existing (5%) 28 

New unit demand 526 

Proportion within 15 minutes of casino 65% 

New stnjcture demand within 1 5 minutes 342 


The report also notes a low range of 155 and a high range of 712. Given the 
economy turndown, consideration was given towards using a base figure 
between the mid-range scenario and the low-range. It was decided, however, to 
continue use of the mid-range. This helps assure that potential environmental 
impacts are fully considered. It also takes into account that the economy may 
improve during the next few years. 

The present unemployment trend may influence the speed of new development. 
For the purposes of this report, the projection is made that the new housing will 
occur during a five-year span after opening of the casino. Apartments will likely 
be impacted first, in that they serve a population with likely fewer ties to present 
residences (although they may have higher existing vacancy rates). 

The base Michigan Consultants report also hypothecated the type of demand 
within the core area (within Allegan County and within approximately a 15-minute 
drive from the casino site). Three categories were listed: 


Single standing 171 

Condominium 51 

Apartment 120 


In most communities, the single standing classification includes both low density 
and mid-density units. 

As an initial reference point, if we use typical "units per acre” factors allowed by 
Townships and cities in Allegan, and use for single standing units a more 
restrictive figure, a rough initial calculation of the land needed is generated. The 
figures are illustrated In Table 2-6, simply as an initial benchmark. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To bs read In concert with environmental calculations supplement) 


TABLE 2-6 

INITIAL BENCHMARK CALCULATION OF ACRES 

NEEDED TO MEET POTENTIAL DEMAND IN CORE AREA* 

Type of unit 

Units in core 
area 

Factors** 

(Max. units/acre) 

Total Acres*** 

Single standing 

171 

2.42 

71 

Condominium 

51 

3.48 

15 

Apartment 

120 



7.75 

16 

Total 

342 


102 


* Within Allegan County, within approx. 15 drive time of casino. 


'* Each community has different factors, as foilowing tables will exhibit. The factors in the 
above table are representative figures in the sewer and water districts with the significant 
quantities of available land within sewer and water districts. 

Rounded to the next highest integer. 

Step B. Identify available and appropriate land within appropriate 

drive times in Allegan County 

The next step in the methodology identifies the amount of land potentially 
available and appropriate to supply the parcels needed for the units. The 
following steps were taken: 

♦ Identify water and sewer systems with components within 
approximately 15 minutes of the casino site. 

♦ Identify zoning. 

♦ Identify total land within water and sewer districts with appropriate 
zoning (some form of residential). 

♦ Deduct tracts known to be developed. 

♦ Calculate remaining area. 

♦ Consider “unit per acre" requirements of community to determine 
“development potential” for the purposes of this analysis. 

It is understood that a portion of the acres deemed here as “potentially available” 
may not be able to receive actual building permits due to problems such as 
wetlands, floodplains, endangered species, etc. Further consideration of such 
aspects is provided for specified areas in an accompanying environmental 
calculations document. The areas seiected stem from the analysis that follows. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


The Allegan county sewer and water systems of primary focus (those having at 
least a portion within a 15-minute drive time from the casinos sites) are as follows 
(distance is estimate to the edge based upon Mapquest calculations to specific 
sites within the district); 


Wayland S&W City of Wayland (extending into Leighton T.) 7 miles 

Hopkins S&W Hopkins (V), Hopkins Township 7 miles 

Martin S&W Martin Township 8 miles 

Moline S&W Dorr Township (extending into Kent) 10 miles 

Greenlake S&W Leighton T (northeast) 11 miles 

Otsego/Plainwell Otsego T. & Gunplain T. plus cities of 

Otsego and Plainwell 14 miles 

Plainwetl S&W City of Plainwell 14 miles 


The Moline Sewer and Water covers the largest geographic area. 

Consistent with the manner in which the employment levels were calculated, only 
Allegan County parcels are included in the core area. Some parts of the Gun 
Lake Sewer and Water system in Barry County are located less than 10 miles 
from the casino. Barry and southern Kent are considered in the outer area 
analysis that is provided in a following section. Due to higher pricing and limited 
availability reasons, the Gun Lake Sewer and Water system is not viewed as a 
likely location for situation of the new housing created by the casino. 

In the situation of the Otsego/Plainwell water and sewer district, parts are within 
15-minute drive times, although portions will require a few minutes more. Given 
that the 15-minute target was not intended to be a strict limiter, the entire district 
was considered as appropriate for inclusion in the core area. 

Table 2-7 provides the detailed elements for the areas for the Townships, 
Villages and Cities by residential zoning category. Acreage figures are 
approximations from county and community maps. Column (E) represents an 
estimate of acres now served by sewer and water lines. Column (F) represents 
the acres on water and sewer than have not already been developed. 

The revised “acres available” figure and resultant unit calculations are presented 
in Table 2-8. The narrative stresses that the totals are definitely not predictions 
that all these acres will indeed be developed; this is solely a method to determine 
land supply availability. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


TABLE 2-7 

CORE AREA-RESIDENTIAL ZONED LAND 
IN AREAS WITH WATER AND SEWER SERVICES 


Category or 
Place 

Zoning 


Total 

Acres 

Acres With 
Sewer &Wat^ 

Undeveloped Land WHh 
Sewer 6 Water 

(A) 

(B) 

(C) 

(D| 

(Et 

(f) 







Hi 

PUD 

PUD 

0 

0 

0 

a-i 

Residential 

880 

80 

64 

8-2 

Mobile Hwne 

id2 

150 

0 


High Density Res 

0 

0 

0 


R.2 

Low Density Res 

1408 

286 

192 

R-3 

Med Density Res 

608 

0 

0 

LR 

Lake Res 

640 

0 

0 

R-4 

Mobile Home Park 

272 

0 

0 

HopMfUi 

R-1 

n/a 

2720 

0 

0 

R-1A 

iVa 

128 

0 

0 

R.2 

rt/8 

160 

0 

0 

R.3 

n/a 

160 

0 

0 

Leighton 

R.2 

Low Oertsity Res 

672 

480 

320 

R-3 


128 

126 

96 

PUD 

Planned Unit Dev. 

0 

0 

0 

Martin 

mm 

Low Density Res 

176 

64 

46 

R-3 


128 

128 

128 



PUD 

208 

0 

0 


Low Den. MultLFam 

384 

46 

48 


Med Den Multi-Fam 

526 

60 

32 

[iISG3H 

High Ooistty 

160 

160 

144 

iiziaaBH 

Mobile Home 

0 

0 

0 

1 Watson 

LRD 

Lake Res District 

3040 

0 

0 

R-2 

Med Res District 

3776 

0 

0 


■■1 





Bl 

dSHHHI 

Sin. Fam • Low D. 

0 

0 

0 


Sin. Fam - Med. 0. 

102 

192 

192 


Mtilii-Family-High 0. 

64 

64 

0 

[33lHHIIil 

Mobile Home 

0 

0 

0 


R-1 

n/a 

0 

0 

0 

R.2 

n/a 

0 

0 

0 

R-3 

n/a 

80 

80 

80 

Otsego 

R-A 

n/a 

384 

364 

112 

R-B 

n/a 

512 

612 

0 

Plainvmll 

R-1A 

n/a 

0 

0 

0 

R-IB 

n/a 

0 

0 

0 

R-IC 

rt/a 

364 

384 

180 

Wayland 

LDR 

L^e District Res 

176 

48 

48 

R-1 

Lom Oen^ty Res 

0 

0 

0 

R-2 

Med tensity Res 

2000 

208 

144 

GRAND 

TOTAL 



20,160 

3^488 

1,808 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read in concert with environmental calculations supplement) 


TABLE 2-8 

CORE AREA 

THEORETIC UNIT POTENTIAL 
(SOLELY FOR ALLOCATION GUIDANCE) 

Ca(*gory or 
Ptae« 

■ 

Description 

Approx 

Unde^loped Acres 
With Sewer & Water 


Esdmated UnK 
Potential 

n 

(A) 

■■ 

(C) 

ID) 

(E) 

m 

(0) 

TOWNSHIP 







■■■Hi 

iSBHi 

PUD 

0 

2.9 

0 



B-1 

Residential 

64 

BBHE9II 

■■KB 

. 

B<2 

Mobile Horr>e 

0 

HHBil 


IM 


3-3 


Q 

3.63 


L .. 

■■■■H 

R-2 


192 

0.4 

77 

■■■■■■■Ill 

■^H^l 

R-3 

Med Density Res 

0 

3.48 

0 



LR 

Lake Res 

0 

3.48 

0 


■Hi 

R-4 

Mobile Home Park 

0 

7.92 

0 



R-1 

n/a 

0 

0.1 

0 

^■■■■Hl 

.. .. 


n/a 

HHHHHI 

1 

0 



R-2 

n/a 

■■^HliHH 

5.12 

0 



R-3 


hBBB^S 

5.12 

0 



R.2 


320 

2.9 

928 


LeightMi 

R-3 


96 

5 

480 

1408 


PUD 

Planned Unit Dev. 

0 

0.5 

0 




Low OensUy Res 

46 

5.5 

264 

968 


Med Density Res 

128 

5.5 

704 




[■■■■HI 

4.5 

0 




Low Den. Muitl-Fam 

4S 

1.42 

68 




Mad Den MuW-f am 

32 

8.05 

194 

1,414 




144 

8 

1.162 



laaBi 

Mobile Home 

0 

14.24 

0 


Watson 

LRD 

Lake Res Oislrtct 

0 

1 

0 


R-2 

Med Res Dlstrld 

0 

5.13 

0 


ciry/ 

VILLAGE 








R-1 

IBidSBBiaB 

[■■■■■I 

2.91 

0 



R-2 

Sin. Fatn - Med. 0. 

162 

5.81 

1,116 



R-3 

MuMi-Fem - High D. 

0 

10 

0 



R-4 

MobUe Home 

0 

20 

0 



R-1 

n/a 

0 

0 

0 


MafSn 

R.2 

n/a 

0 

0 

0 

400 


R-3 

n/a 

80 

5 

400 



i^^HHi 

n/a 

112 

3.96 

444 


* 


IKBHHHHi 

0 

6.05 

0 

444 



mmmmm 

0 

3.63 

0 


PlalnwstI 

ISSSIHH 

n/a 

0 

4.45 

0 

968 



n/a 

160 

6.05 

966 



SS^HI 

Lake District Res 

48 

1 

48 


Wayland 

iSQHHIi 


[■■■■Kl 

2.9 

0 

1,164 


R-2 

Med Oeneity Res 

144 

7.75 

1,118 


GRAND 

TOTAL 



1.808 


8.143 

8,143* 


‘Column F and G differ slightly due to rounding 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


In Table 2-9, the acreage figures generated from Table 2-8 are summarized by 
zoning category, and thereby maximum units allowed, in order to establish a 
basis for allocation of the casino induced units. As noted above, it is expected 
that not all of these acres can actually be developed, and thus the unit total is 
solely a theoretic figure for planning and estimation purposes. 


TABLE 2-9 

THEORETIC UNIT POTENTIAL 

Ranked by Relative Distance to 
Site of Primary S &W 

Low 

density 

Mediim 

density 

High 

density 

Planned 
Unit Dev. 

Lake Res. 

Wayland City 


1,116 



46 

Leighton T. (2 areas)** 

928 

480 




Hopkins T. 






Hopkins V. 


1,116 




Martin T. 

264 

704 




Martin V. 



400 



Watson T. 






Dorr T. (Moline S&W) 

186 





Gunpiain T. 

77 





Plalnwell City 



968 



Otsego T. 

66 

194 


■Hi 


Otsego City 


444 




Sub-tetats 

1,523 

4.054 

2,520 

- 

48 


8.145 j 


Step C~Allocation postulates 

Any allocation by future location possesses an integral measure of uncertainty. 
It is certainly possible that parcels, even if seemingly ideal for a type of market 
demand, may be withheld by the owner or developer for his or her own business 
or personal reasons. The tribe itself does not control the land outside of the 
casino site. 
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JUtY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


Demand induced by the casino operates in a sea of events created by all the 
other housing development factors in the regional and national economy- 
interest rates, personal income, unemployment, etc. A community may also 
choose to place restriction growth by changing zoning if so deemed to be in the 
best interests of the community 

Yet, logical postulates can be employed based upon the consultations with local 
real estate experts, local officials, the figures generated in the previous tables, 
and the experience of the consultants. A reasonable mission is to determine if 
there is sufficient capacity for the growth, ideally, more than sufficient capacity 
already zoned appropriately. If this proves so, the ultimate results of the 
projected allocation does not depend on any single parcel or even group of 
parcels, as long as surplus capacity is clearly identified and environmental 
impacts calculated. 

The postulates employed to arrive at a logical allocation are the following: 

♦ All mid-density and high density must be in areas with existing water 
and sewer services. 

♦ For the purposes of the analysis, all low density wilt also be in areas 
with existing water and sewer (some exceptions may occur in future 
years, but for planning purposes this is the most logical assumption, 
and consistent with local and county plans). 

♦ All units will be built in areas where allowed by already existing zoning 
(future requests for zoning changes cannot be termed infeasible, but 
adequate land was found to clearly exist within present zoning). 

♦ No major areas within eastern Allegan County need to be eliminated 
solely due to higher land cost. 

♦ Consumers likely will exhibit some preference for locations a shorter 
drive time to the casino entrance/exit on US-131 . 

♦ No single area will receive all the development. 

♦ There are no particulariy distinguishing differences between the 
candidate areas in eastern Allegan in terms of taxes, school systems, 
crime, public health etc. (although consumers will have their own tastes, 
such as preference to be closer to Grand Rapids to the north, 
Kalamazoo to the south, or Lake Michigan to west). 

♦ Due to drive time considerations, development is viewed as being more 
likely near US-131. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read in concert with environmeniai calculations supplement) 


STEP D: ALLOCATE HOUSING WITHIN CORE AREA 

In Table 2-10 the unit totals for the core area are allocated to the sewer and 
water districts in eastern Allegan, based upon the data in the previous tables and 
the postulates delineated above. The scenario is used in the FEA. 


TABLE 2-10 

HOUSING ALLOCATION SCENARIO FOR CORE AREA 

Ranked by Relative 
Distance of Primary 
S&W to casino site 

Primary Sawer and Water 
District 

Single 

standing 

Condos 

Apart- 

ments 

Wayland Qty 

Wayland S&W 

34 

35 



Wayland S&W and 

Greeniake S&W 

18 



Hopkins T. 

Hopkins S&W 




Hopkins V. 

Hopkins S&W 

17 

16 


Martin T. 

Martin S&W 

34 



Martin V. 

Martin S&W 



40 

Watson T. 

None 




DorrT. 

Moline S&W 

34 



Gunplain T. 

Otsego/Plainwell S&W 

17 



Plainwell City 

Otsego/Plainwell S&W 



40 

Otsego T. 

Otsego/Piainwell S&W 

17 


40 

Otsego Cihr 

Otsego/Plainwell S&W 




Sub-totals 

171 

51 

120 

Total, all units 

1 


Table Notes: 

• Leighton includes a section of the Wayland S&W extending across Townships 


lines, plus the Green Lake W&S in northeast comer of Township. 

• Otsego/Plainwell S&W extends across two townships and serves both cities 

• Single standing allocated to both low density and medium density. 

In Table 2-11 the units are represented as land requirements according to the 
applicable local zoning. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To bs road in concert with environmental calculations supplement) 


TABLE 2-11 

HOUSING ALLOCATION SCENARIO FOR CORE AREA 

BY MININUM ACREAGE NECESSARY 

Ranked by Relative 
Distance of Primary 
S&W to casino site 

Primary Sewer and Water 
District 

Single 

standing 

Condos 

Apart- 

ments 

Wayland City 

Wayland S&W 

11.72 

4.52 


Leighton T. 

Wayland S&W and 

Greanlake S&W 

6,21 



Hopkins T. 

Hopkins S&W 




Hopkins V. 

Hopkins S&W 

5.84 

3.13 


Martin T. 

Martin S&W 

6.18 



Marlin V, 

Martin S&W 



8.0 

Watson T. 

None 




DorrT. 

Moline S&W 

11.72 



Gunplain T. 

Otsego/PlalnweK S&W 

42.5 



Plainwell City 

OUego/Plainwell S&W 



6.6 

Otsego T. 

Otsego/Plainwell S&W 

11.97 


5.0 

Otsego City 

Otsego/Plainwell S&W 




Sub-totais 

96.15 

7.65 

19.6 

Total, all units 

123.4 I 


Table Notes; as in Table 2-'IO 


The acreage figures and allocation areas are evaluated in the FEA. If for any 
reason one community or sewer & water district cannot accommodate the 
growth, a variety of other potential locations exist. Actual development is likely to 
occur in clumps, rather than as a consistent upward ramp. This is true by 
definition with apartments and condominiums, and likely the case that will be 
experienced with most single standing units. 

Step E: Allocate housing in outer core 

To the degree possible, it is useful to also consider the probable locations of new 
units in the “outer core.” The sewer and water districts In the outer core are 
identified in the narrative, but can be thought of as areas with sewer and water 
outside of approximately a 1 5 minute drive time yet still within Allegan County, or 
outside of Allegan County yet within an approximately 30 minutes drive time. 
Given, that the geographic area becomes much larger, and thus the housing 
options are much broader, any scenario intrinsically possesses more uncertainty. 
The methodology follows the same sequence used for the units In the core area. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read in concert with environmental calculations supplement) 


Units to be allocated 


In the mid-range new housing distribution scenario, 184 units were allocated 
outside of the 15 minute core area, within Allegan County. It is not expected that 
a large number of new units will be induced at distances beyond 30 minutes~if 
individuals are going to move to new residence due to casino influenced 
employment, they are likely to move within a reasonable drive time of the casino. 
There will be some exceptions, plus the indirect and induced jobs are disbursed 
in the Allegan area. Therefore, in that there is some potential for development in 
the "outer core" it is valuable to address this housing component, even if the 
ultimate figures that materialize in future years represent only small portions of 
the housing stock in this wider radius. 

Of the 184 units outside of 15 minute Allegan County core area in the original 
study, upon further analysis of maps, drive times, sewer and water, zoning, 
platted lots, etc, the scenario is revised to transfer a portion of these units to 
portions of southern Kent and western Barry. These sites are viewed as being 
no less likely than middle or western Allegan. Therefore, 92 of the new units are 
being defined as most likely located in southern Kent or western Barry, with the 
remaining 92 still in Allegan County. A shift of this relatively small magnitude, 
representing approximately 100 Jobs (92 units, with 1.1 employees per unit) out 
of approximately 4,900, does not materially affect the economic impact 
conclusions in the base Michigan Consultants report or DEA. 

In addition to the 92 units in Barry or Kent identified above, there may also be 
employees moving to these areas that were not included in the “moving into" 
Allegan base figure. In consideration of this possibility and the figures in the 
employment scenarios and unemployment tables, an additional 72 units are 
added for new units in the mapped areas in the southern Kent and western Barry 
counties. This brings the Barry and Kent allocation needs to 164 units. 

Any unit projections beyond the outer core would be purely speculative. At that 
distance the number of new units will be very limited; there will be only a few 
instances where the constructron of a new unit can be attributed to casino 
influenced demand. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To ba read In concert with environmental calculations supplement) 


Outer core developmental candidate areas 

Sewer and water districts were identified that possessed drive times within 30 
minutes of the casino site. Communities were identified in southern Kent County 
and western Barry and used as the candidate areas in Table 2-12, In the same 
manner that were used as candidates in the core area in Table 2-7. 


TABLE 2-12 

EXTENDED CORE AREA- RESIDENTIAL ZONED LAND 

IN WATER AND SEWER AREAS AND CALCULATION OF THEORECTIC 
POTENTIAL UNITS (FOR ALLOCATION GUIDANCE ONLY) 

C^munity 

Z<Hiing 

Description 

Approx 

Total 

Acres 

Appra. 
Acres with 
Sewer & 
Water 

Approx 

acres 

Undevs- 

lopsd 

Max units 
per acre 

Theorede 
Pobindat Units 

(A) 

IB) 

|C) 


(6) 

(F) 

(SI 

(H) 

1 TOWNSHIPS 







Byron 

R-ft 

Rural Res 

4304 

0 

0 

1.4 

0 

R-S 

Suburban Res 

i^HEu3 

1872 

624 

2.42 

1,510 

R-U 

Urban Res 

HBESI 

1008 

320 

4.16 

1.328 

E&BH 

Hlah Densitv Res 

304 

304 

0 

7.92 

0 

ESiSHHI 

Multi Fam Res 

80 

80 

32 

5.81 

188 


MFR . PUD 

720 

144 

0 

7,0 

0 


Urban Rss.- PUD 

H^KI 

0 

0 

4.0 

0 

Caledonia 

R-l 

Low Dens. Ski. F. 


112 

80 

1.09 

87 

R-2 

Med Dens. Sot. F. 

320 

0 

0 

2.18 

0 

R-S 

Med Dens. Multi-F. 


0 

0 

4.36 

0 

PUD 


wmm 

766 

400 

8.0 

2,400 

Gaines 

R-1 



1040 

384 

3.1 

1,190 

R-2 

Res 

11856 

3360 

1232 

4.38 

5,372 

R-3 

Mum-Farn Res 

■HESi 

224 

128 

11.62 

1.467 

R-4 

Mobile Home Park 


432 

0 

7.92 

0 

1 



mmiiiiiiiiiiiiii^^ 

0 

0 

0 

0 

1 Thornapple 

R 


176 

0 

200 

4.0 

800 

RR 


176 

0 

140 

1.0 

140 

1 



0 

0 

0 

0 

0 

1 CITY /VILLAGE 







Cjdedonia 

R-1 

Low Oens. Ski. F. 

98 

96 

69 

1.09 

76 

R-2 

Med Dens. Sin. F. 

0 

0 

0 

2.18 

0 

R-3 

Med Dans. Muttl-F. 

0 

0 

0 

4.36 

0 

Middisvitie 

RE 

Res Estates 

85 

85 

0 

1.0 

0 

R1 

Low Oens S'm. F. 

360 

360 

60 

2.17 

130 

R2 


200 

200 

30 

6.0 

180 

R3 

Molt Fsm. Res 

75 

75 

35 

9.66 

339 

R4 

Mobile Home 

70 

70 

0 

7.S2 

0 

PUD 

Planned Unit Dev 

130 

136 

90 

6.0 

540 

1 TOTALS 

35,106 

10,440 

3,824 


15,766 
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The potential supply far exceeds the numbers of the casino influenced demand. 
Yet, in order to assist in the evaluation of environmental effects, an allocation is 
provided in the following segment. A somewhat higher allocation for single 
standing units is used than in the focus area. An employee moving due to the 
new job, but choosing to locate outside of the immediate area, may be somewhat 
more likely to be in the market for single standing housing, rather than 
apartments. The belief being that a person interested in an apartment due to a 
new job will be more likely to chose a place closer to the job. In any event, given 
the land and options available, use of a higher apartment figure would not 
materially change the allocation. 

Allocation of units in outer core 


The same postulates as those used for the core area are used to allocate units in 
the outer core. Of prime importance are availability of properly zoned land, 
distance, and distribution among several districts. 

Of the 92 units in Allegan County outside of the focus area, 46 are allocated to 
the outer edges of the City of Otsego. The sewer and water district serving the 
City of Otsego possesses land at the 15 minute point; although the further from 
the highway the drive times become extended. Thus, some units from the City of 
Otsego included in the "focus area”, plus the 46 units in the outer core area that 
are discussed here. 

The remaining 46 units expected in the outer core area of Allegan County 
(outside of the City of Otsego) would be located in the County’s remaining 16 
townships and cities. Given the large, disbursed area, and the small number of 
units (46), any suggestion on future location would be purely speculative. 

Table 2-13 allocates the units in by community, with the acreage needs 
delineated in Table 2-14. 
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TABLE 2-13 

ALLOCATION OF UNITS 

IN EXTENDED CORE AREA 

— 


TYPE OF UNIT 

TOTALS 

1 (JUUn I Y UUMMUNl! Y 

Single 

Standing 

Condos 

Apartments 

AH^an 

Otsego City 

46 



46 

Kent 

Byrw Township 

33 



33 

Kent 

Gair^ Township 

33 

16 

34 

83 

Barry 

Thomappie Township 

20 



20 

Banry 

Middievilte Viliage 

12 

16 


28 

1 TOTALS 

144 

32 

34 

210 


* Does not Include 46 additional units In Mlegan outside of core area, in the remaining 
16 townships and cities; these are too disbursed to suggest a location. 


The community allocation in Kent and Barry are logical selections based upon 
the postulates. The options far exceed the number of units that need to be 
allocated. 

The allocation is translated into acreage in Table 2-14. 


TABLE 2-14 

HOUSING ALLOCATION SCENARIO FOR OUTER CORE AREA 

BY MININUM ACREAGE NECESSARY 



TYPE OF UNIT 

TOTALS 


Single 

Standing 

Condos 

Apar^ents 

Allegan 

Otsego City 

11.62 



11.62 

Kant 

Byron Township 

13.64 



13.64 

Kent 

Gains Township 

10.65 

3.67 

2.93 

17.24 

Bairy 

Thomappie Township 

5.00 



5.00 

Barry 

Middie\^ile Village 

5.53 

2.67 


8.20 

1 TOTALS 

40.43 

6.34 

2.93 

55.69 


MICHIGAN CONSULTMITS 


PAGE 20 OF 60 






















































308 


JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


SECTION THREE 

COMMERICIAL LOCATION ANALYSIS 


PURPOSE 

This Section develops a scenario for commercial construction stemming from 
increased consumer demand created by a casino in Wayland Township. The 
scenario provides a basis for considering possible environmental impacts that 
may accompany the new construction, and the mitigation of such impacts. The 
analysis is not a formal prediction that such development will indeed occur, only 
whether a sufficient level of new demand may ensue because of the casino. The 
actual “supply” of new buildings and businesses involves many factors 
extraneous to perceived or forecasted demand, in addition to non-casino related 
demand factors in the regional economy. 

The methodology utilizes the following steps: 

♦ From off-site spending by casino customers; 

o Assess off-site spending, based upon core impact study, 
o Distribute between lodging, food & beverage, and retail; note any 
other aspects. 

o Determine off-site lodging demand; review present supply, 
o Consider casino induced demand for new lodging, 
o Develop scenario for off-site restaurant demand (undertake similar 
steps to lodging). 

o Following steps similar to the above for retail spending. 

♦ From spending by residents of new housing units; 
o Estimate total expenditures. 

o Compare to present supply. 

o Consider demand created for new enterprises/buildings, 
o If appropriate, allocate to geographic areas. 

♦ Consider casino spending with subcontractors and vendors. 

♦ Analyze commercial and industrial land available at the most likely 
locations for new commercial construction. 

♦ Contrast and allocate demand to potential supply. 
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OFF-SITE SPENDING OVERVIEW 

The base study estimated that there will be $32,241 ,543 in annual off-site sales 
in the Allegan Area in the categories of lodging, restaurants, and retail. The 
estimate was based on casino visits from various distances. The Allegan Area is 
defined as including all of Allegan and Kent counties, southern Ottawa county, 
western Barry County, and northern Kalamazoo County. 

The economic analysis also offered a scenario which estimated that 179 of 358 
jobs created by the off-site customer spending would be located in Allegan 
County. The core analysis did not attempt to enumerate all possible consumer 
expenditures, such as increased convention attendance in Grand Rapids or 
Kalamazoo. 

Lodging 

Total room nights 

A chart has been developed that allocates the likelihood of overnight stays by 
casino visits from various locations. The locations match the area and distance 
groups in the core analysis. The table can be replicated for any federal 
submittal. 

The total visits inducing overnight stays are 195,752. This figure needs to be 
translated into room nights. Three factors are involved- 

o Number of casinos visitors per room~1 .6 visitors per room, 
o Proportion playing again the following day—l .33 (or one-third), 
o Proportion of room nights at campgrounds or friends/relatives— 1 5%. 

Each of these factors has a range of likelihood, but together they are viewed as 
reasonable for a Midwest daytripper market and the distances involved. As the 
lodging supply figures will exhibit, even higher room numbers (which would be 
welcomed by area lodging establishments) are still accommodated by the 
environmental analysis. 

The resultant room night estimate is 78,190. If the total price, including taxes, 
averages to $75 per room night, the total expenditure is $5,864,267. 
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Present lodging supply 

A review of chain and individual lodging websites and lodging search engines 
were used to obtain an underetanding of existing lodging within a convenient 
drive time of the casino site. The results identified 19 motels within 20 miles of 
the casino site. Spreading the radius approximately one mile ftirther would bring 
in the many motels/hotels near the Kent County airport. 

Using an average size of 100 rooms per motel/hotel, the total supply within 20 
miles is 1,900, representing approximately 693,500 room nights. The 78,190 
room night demand estimated above represents approximately 11% of total 
supply. A specific occupancy rate is not available, although it is reasonable to 
suggest that the figure for a area in the Midwest United States not in the 
downtown of a major city (such as Chicago) would at best be 70% (the figure is 
likely high, but even a figure of 80% would not alter the overall conclusions) 
This 70% figure leaves at least 208,000 room nights available within the 20 miles 
area. If the casino patrons used a total of 10% of total capacity, they would 
account for 69,000 room nights, covering almost the entire demand. A lower 
occupancy rate argues against the construction of a new hotel/motel. 

This component only refers to motels/hotels within 20 miles. The off-site 
expenditure estimate includes all of Kent and Allegan, as well as parts of 
neighboring counties. 

The number of rooms within a 10 minute drive of the casino site is somewhat 
limited in amount and variety. To be prudent, the environmental analysis 
considers that one new off-site hotel will be built within a 10 to 15 minutes drive 
time near an exit to US-1 31 . This construction may not occur, but is viewed as a 
high end parameter from casino created room night demand. A modern. 100 
room motel/hotel would add 36,500 room nights to the area supply. The most 
likely location is discussed in a following segment. 

New restaurants from casino customer demand 

An approach similar to the lodging analysis is utilized. Of the $26.4 million in off- 
site spending in the core analysis remaining after subtraction of the lodging 
figure, it is estimated that dining and beverage expenditures represent 
approximately two-thirds and retail spending approximately one-third. This is 
consistent with proportions in Atlantic City, which has a daytripper customer 
base. The overall off-site is also consistent with the proportions a study by 
Michigan State University found of Detroit casinos. 
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The $1 8 million in food and beverage spending will be accommodated by either 
entirely by existing establishments, or by a combination of existing and new. 

An internet search of "restaurants" within ten mites of the casino identified 33 
establishments, primarily of the fast food and diner variety, but also including full 
service restaurants that serve alcohol. There were 84 identified within 12.5 miles, 
and well over 100 within 15 miles. 

Various information points were used to develop a broad estimate of the unused 
capacity of the present establishments. The 1997 Economic Census reported 
that the 145 establishments in the three digit (722) category "food service and 
drinking place" realized $56.1 million, for an average of $387,000. Interestingly, 
in the more limited 4-digit category "limited-service eating places" the average for 
the 55 establishments was very similar, just under $387,000. 

Published information on commonly know restaurants were considered to gain a 
sense of capacity potential. Wend/s International reports that their average fast 
food restaurant realizes approximately $800,000 in annual revenues. A report 
on Applebee's, a chain that provides sit down service and alcohol, has an 
average revenue per facility of approximately $2,000,000. 

Solely for elaboration, we consider the 84 restaurants within 12.5 miles. If they 
have annual sales on average in the vicinity of $400,000 (slightly above the 
county average). It can be suggested that on average they possess at least the 
capacity to supply at least $600,000 on average (half way between present and 
the Wend/s average). The $200,000 per unit capacity equates to $16.4 million 
in unmet capacity— most likely a low estimate. Including establishment in the 
"Allegan Area" outside of 12.5 miles easily covers the capacity needs to meet the 
overall off-site food and beverage spending figure of $18 million. Use of differing 
factors does not change the conclusions, as elaborated upon below. 

As with lodging, while the figures do not provide compelling reason to belief that 
casino Induced off-site spending will cause the creation of new restaurants: such 
a reality cannot be eliminated. To assure the outer parameter is covered by the 
environmental analysis, a scenario is suggested that there vrill be construction of 
one fast food restaurant and one full service restaurant within approximately 10 
minutes of the casino site on US-131 . 
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The food and beverage consideration is again addressed in the analysis of 
demand created from the residents of the new housing. 

Retail from casino customer demand 

The scenario results in approximately $9 million in off-site retail spending by 
casino customs In the broad "Allegan Area." The 1997 Economic Census 
identified 365 "retail" establishments in Allegan County as a whole. The average 
store realized $1.75 million in gross sales annually. There are more than 100 
retail establishments within 15 minutes of the casino site. There is little reason to 
believe that the addition of $9 miliion in total demand will directly cause the 
construction of new retail buildings. The retaii consideration is discussed again 
below in the analysis of spending by the residents of the new housing. 

NEW CONSTRUCTION INDUCED FROM SPENDING BY NEW RESIDENTS 

Average spending 

The core Michigan Consultants report developed a mid-range scenario with 342 
new housing units within 15 minutes of the casino site, and an additionai 184 in a 
more disbursed area. The present population and housing totals within 15 
minutes and 30 minute drive times are exhibited in the new housing section. 

To obtain general estimates for the future spending by the individuals in these 
units, the United States Department of Labor report "Consumer Expenditures In 
2000" was consulted. The report includes various categories of location, age of 
prime wage earner, number of wage earners, etc. For our purposes here, the 
"Midwest" category is selected. The category in the year 2000 was determine to 
have had an average gross income before taxes of $44,377, and 2.5 persons per 
housing unit. 

Table 3-1 provides the averages and multiplies each primary component by the 
number of potential new units in the core area to derive estimates of spending by 
these residents. 

Table 3-2 exhibits the Allegan County totals from the most recently published 
Economic Census figures from the Census Bureau of # of establishments and 
gross sales in 1997, with a calculation of average gross sales per establishment. 
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TABLE 3-1 

AVERAGE EXPENDITURES FROM NEW HOUSING UNITS WITHIN 

15 MILE GENERAL RADIUS BASED UPON U.S. DEPT. OF LABOR 
REPORT "CONSUMER EXPENDITURES IN 2000" 

SPENDING CATEGORY 

AVERAGE $ / 

UNIT/ YEAR 

$ TOTAL FOR 342 
UNITS 

Food at home 

$2,933 

$ 1,003,086 

Food away from home 

2,322 

794,124 

Housing 

11,961 

4,090,662 

Alcoholic beverages 

388 

132,696 

Apparel and services 

1,917 

655,614 

Health care 

2,172 

742,824 

Entertainment 

2,040 

697,680 

Vehicle purchases (net outlay) 

3,769 

1,285,578 

Gasoline and motor oil 

1,352 

462,384 

Cash contributions 

1.615 

552,330 



$ 10,416,978 


TABLE 3-2 

AVERAGE SALES PER ESTABLISHIMENT IN 

ALLEGAN COUNTY 

Source: Economic Census of the United States-1997 

Description 

#af 

establish- 

ments 

$ Satok in 

1997 

Average $ 

Salea per 
establishment 

All retail frade places 

365 

641,969,000 

1,758,819 

Automobile dealers 

23 

177,106,000 

7,700,261 

Grocery stores 

39 

141,007,000 

3,615,564 

Pharmacies 

17 

31,259,000 

1,838,765 

Gasoline stations 

46 

69,076,000 

1,501,652 

Gas sta. witti convenience stares 

32 

49,956,000 

1,561,125 

O^r gasoline stations 

14 

19,120,000 

1,365,714 

Clothing stores 

18 

6.070,000 

337,222 
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Restaurant demand from new housing 

The total “food away from home” spending is equivalent to less than one new 
restaurant. A portion of this spending would not necessarily occur within Allegan 
County (a significant portion in this category may occur during vacations). A 
portion would also be supplied by the present full-sen/ice, fast food, and taverns 
in the area. 

Even though the incremental demand level is less than compelling for the 
construction of new restaurants, in the interest of thoroughness a scenario is 
used based upon the development of two new restaurants, one fast food and one 
full service being induced by the casino. A primary consideration is that potential 
customers, whether casino visitors or demand generated by new residents, will 
likely want the choice of either a fast food restaurant or a full service restaurant. 
It is further postulated that the most likely sites will be at the closest highway 
exist/entrances to the casino (assuming sewer and water). This is primarily to 
attract casino customers, but is also within the core area of new housing 
potentially induced. Given this potential new capacity (approximately $3 million 
assuming one fast food and one full service restaurant), this more than covers 
the increased demand previously identified from casino visitors and from the 
potential residents of the new housing. 

Special consideration of gasoline stations 

Seven “gas stations" were identified within six miles of the casino site, with many 
more within 20 minutes on the major roads. As Table 3-2 exhibits, more than 
two-thirds of gasoline stations in Allegan are co-located with convenience stores. 
The core economic impact report did not estimate gasoline spending by casino 
patrons, in that the location was viewed as purely speculative to predict. There 
is little question that patrons from longer distances may be purchasing gasoline 
due to the casino trip, during which segment of the trip is. however, speculative. 
The second demand component, new demand from the new housing is not 
sufficient in itself to create demand for a new gas station. 

After consideration of the possible spending totals for gasoline and convenience 
store items by both new area residents and casino customers, it is prudent to 
include in the environmental review the site for one new gasoline station, with 
convenience store. The primary reason would be the lure of potentially serving 
casino customers leaving the facility for the journey home. The site is thus likely 
to be within five miles of casino. 
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Other commercial establishments 

For a new stnjcture to be built, it is highly likely that the project’s sales for the 
establishment{s) occupying the building-will need to be significanUy higher than 
the county average in 1997. This also assumes that present facilities are near 
capacity. Comparing the items in Table 3-1 with Table 3-2 suggests casino 
derived demand by itself will not result directly to the construction of new 
facilities. This does not mean the off-site spending by casino customers and the 
spending by new residents is trivial, only that present supply is adequate. 

COMPETITION INDUCED CONSTRUCTION SEPARATE FROM CASINO 
INFLUENCED DEMAND 

By its nature, this analysis reviews new demand influenced by the casino, and 
how that incremental spending in the may provide demand for additional 
commercial establishments. It is noted that other economic changes (unrelated 
to the casino) in the geographic area will likely eventually create growth. In 
addition, even if present capacity is more than sufficient, entrepreneurs may 
believe their concept or approach can attract sufficient customers that would 
otherwise use existing enterprises. In the restaurant field in particular it is 
common for new efforts to start even in areas that appear to be saturate, even in 
locations where previous establishments have failed. This aspect provides 
further value in using new constructions estimates that are beyond that involving 
casino-influenced spending. 

BUILDING OF VENDORS/SUBCONTRACTORS 

The core Michigan Consultants report included a segment reviewing the 
purchases of goods and services by the casino, and the jobs created. This Is 
disbursed over a wide range of companies, from beer distributors to landscapers. 
The analysis hypothecated that 20% of revenues would flow to subcontracts, with 
60% in the “Allegan Area", with 40% of that total being captures within Allegan 
County Itself. This equates to 268 full-time equated positions in the Allegan area, 
and 107 within Allegan County. 

Given that the positions are distributed over numerous types of companies, and 
very close proximity to the casino is not essential, there is no reason to believe 
that new construction will occur at new sites due to the spending by the casino 
itself. 
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CONTEXT OF SIZE OF DISBURSED AREA 

The analysis has focused on the off-site demand by patrons within Allegan 
County, and on the 342 housing units in the focus area. As the core Michigan 
Consultants report identified, there will also be expenditures in the wider area 
(Kent county, western Barry County, northern Kalamazoo, and parts of Ottawa). 
The specific location of these expenditures is difficult to develop even a broad 
scenario for. Within 30 minutes of the casino site, according to estimates from 
Census Bureau figures, there exists a population of over 539,000, over 217,000 
housing units, and over 23,000 “establishments.” 

SUMMARY OF NEW BUILDINGS/ENTERPRISES AND LOCATION 
SCENARIO 

This analysis determines that it is appropriate to further consider the location and 
construction of four enterprises/buildings (with typical acreage needs): 
o One motel (90 to 1 20 rooms)~(five acres), 
o One full sen/ice restaurant~(one acre), 
o One fast food restaurant— (one acre), 
o One gasoline station with convenience store— (two acres). 

The list suggests a land demand of nine acres for the facilities. The eventual 
acres may prove either smaller or larger, depending on cost, the site, and the 
preferences of the building and operator. As the analysis shows, the amount of 
available land near the highway ramps far exceeds the needs of these units. 

In each case, it is logical to assume that the enterprise will desire to be located 
close to an entrance/exit to US-131. This is in part due to casino patrons, but 
also provides the best opportunity to senre the thousands of other travelers on 
the highway. It is also assumed that the strong preference would be for sites 
that are already zoned commercial, have ready access to electric power, and are 
near to or already served by sanitary sewer and water. 

Five areas were Identified near off-ramps in Allegan or southern Kent. Table 3-3 
exhibits the potential site supply. The table includes only acres currently zoned 
or Master planned as commercial. The “square feet potential” category is simply 
a guide for analysis: actual site specific issues may reduce the capacity per acre. 
Regardless, the amount available far exceeds the needs from the casino 
commercial induced growth, thus downward adjustments do not jeopardize the 
ability of the areas to accommodate the four commercial facilities and parking. 
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TABLE 3-3 

OFFRAMP PROPERTY AVAILABLE 

ZONED OR MASTER PLANNED COMMERCIAL 

Location 

Currently Zoned Or 
Master Planned 
Commercial Acres 

Square Feet 
Potential 

A 

TSth/ISa* streets, Byron 

Township, Kent County 

182 

1,820,000 

B 

lOO* Street, Byron Township, 

Kent County 

332 

3,320,000 

c 

142^ St, DorrTownship, Allegan 
County 

300 

3,000,000 

D 

135* St„ Wayland 

Allegan County 

57.8 

578,000 

E 

113 “* St Martin, Allegan County 





871.8 

8,718,000 


* Reduced to make initial consideration of road and site constraints. 

The data in the tables show land available and already zoned or Master Planned, 
far in excess of the commercial construction potentially induced by the casino. 
The sites are analyzed in further detail in the environmental supplement. 

The theoretic potential is prior to any consideration of limitations created by 
wetlands, floodplains, or other environmental related factors. Areas identified as 
the most likely candidates for development are analyzed further in the 
environmental calculations document. 

Any effort to Identify possible locations for commercial buildings, even those that 
at present are simply theoretic in nature, is fraught with problems. By its nature, 
if a site is identified as a target, the prices may rise, perhaps making another site 
more attractive. For our purposes here, a site scenario is suggested that place 
the motel, fast food restaurant, and gasoline station/convenience store near 
the Wayland offramp, and the full service restaurant near the Dorr off ramp. 
The total commercial acreage required for such facilities (assuming standard new 
design) amounts to approximately eight acres near the Wayland offramp and one 
acre near the Dorr offramp. In both cases land is far more than sufficient. The 
FEA further analyzes the characteristics of the sites. 
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SECTION FOUR 

FURTHER INFOMATION RELATING 
TO SCHOOLS, PUBLIC SAFETY, AND PUBLIC REVENUES 


OVERVIEW 

This document, coupled with the Draft Environmental Assessment, and 
supplementary environmental calculations, address a range of impacts. In some 
instances aspects are addressed in several documents. In this Section, three 
aspects seen as meriting further discussion in terms of consolidation of 
information are addressed. The aspects are K-12 public schools, public safety, 
and public revenues. In each instance, material was presented in other place s 
in the overall package of material prepared for the BIA process. 

K.12 PUBLIC EDUCATION 

Enrollment figures 

In Chapter Two an allocation of potential new housing units induced by the 
casino was provided. A total of M2 units were described for the core area in 
eastern Allegan. As discussed, construction and occupancy of the units will likely 
span over several years after opening of the casino. It is useful to consider the 
relative impact on the school districts involved. 

In Table 2-4 of the 2002 Michigan Consultants report, the official “headcounts" for 
districts within the Allegan County Intermediate School District (ISD) are 
provided. The ISD totals for the school years (beginning in September spanning 
into the next year) are as follows; 

1997 14,841 

1998 14,982 

1999 15,134 

2000 15,225 

2001 15,230 

The totals represent an increase of 389 during the five year period, or 2.6%. 
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Future students per new housing unit 

A self-evident methodology does not exist for precisely predicting ttte number of 
new students that wilt enter the K-12 public school system because of new 
housing units induced by the casino. A series of figures, however, from the year 
2000 Census for Allegan County can be utilized as benchmarks. 


ALLEGAN COUNTY 2000 CENSUS 

Total population 105,665 

Population age 5 years and over 98,039 

Population in same house in 1995 56,745 

Households 38,165 

Householder living atone and 65 & over 7,871 

Occupied housing units 38,165 

Owner occupied housing units 31,652 

Renter occupied 6,513 

Average hh. size of owner-occupied units 2.78 

Average hh. size of renter-occupied units 2.40 

School enrollment grades K-12 23,175 


In the year 2000 there were 30,294 households in Allegan after exclusion of 
households with one person alone, age 65 and over. There were 23,175 
students in K-12 public and private schools combined, for a ratio of .77 students 
per household. The Allegan County ISO had a total enrollment of 1 5,225 in the 
fall of 2000. The difference in ISD totals and county totals stems from private 
schools and some residents attending schools not within the ISD. If the ISD 
figure is divided by the 30,294 household figure, a ratio of 0.5 public school 
students per Allegan household is derived. 

If we look solely at Wayland Township, there were 689 students in K-12, public 
and private schools in 2000. There were 1,053 total households. 995 after 
exclusion of households with one person living alone age 65 and over. The ratio 
was thus .69, although it is not known how many attended private schools. 

Given that it might be expected that individuals moving into an area will likely be 
younger than the average existing householder, there is some reason to believe 
that these units may have an above average tendency to have school age 
children. It is unknown if there would be a preference for private or public 
schools. 
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Given the factors above, it is reasonable to suggest a ratio for estimation 
purposes of ,75 students in K-12 public schools per housing unit induced by 
casino employment. This is an average, meshing those iwithout children with 
those with one and more than one. The number is higher than a strict ratio of the 
present public school situation, but is viewed as appropriate given that the units 
represent individuals moving into the area and the desire to assure that low 
parameters are not used for the impact estimates. The following analysis also 
considered the results if an even higher benchmark ratio of 1 .0 is utilized. 

Chapter Two calculated that there are 342 new units being induced in the core 
area within Allegan, and 92 additional units in Allegan outside of the 15 minutes 
drive time core. Using the .75 ratio, these units represent an average of 326 new 
students, over an extended period (approximately five years) after the casino 
opens. The figure equates to a growth in the Allegan ISO of 2.1% (326/15,230). 
Even if a higher ratio of 1.0 is used for K-12 public school students, the resultant 
434 total still represents less than 2.9% of present enrollment. 

The largest concentration of core area units is within the Wayland Union School 
District. The District had an enrollment in the fall of 1999 of 3,277, in the fall of 
2000 of 3,174, and in the fall of 2001 of 3,172. The units in Wayland Township 
(89) and Leighton Township (18) are in the Wayland Union Schools District. The 
units in Dorr Township (34) would likely also be in this district, although it is 
possible some might be located in the Hopkins District. Given the “schools of 
choice" system in Michigan it is at least possible that students from within one 
district might attend schools in another district: but for our purposes here, it is 
clearest to base the analysis on units within a district. 

The 121 total induced units in this District represent 91 students if the 0.75 ratio 
is used and 121 if a 1 .0 ratio is used. The 91 figure represents a 2.9% increase 
(over several years), and even the higher parameter of 1 .0 represents only 3.8% 
over an extended period. It is merits note that Wayland Union Public School 
District enrollment declined 105 students from the fall of 1999 to the fall of 2001. 

The Martin School District reported an enrollment of 762 students in the fall of 
2001 . With an estimate of 74 totals units (more than one-half at apartments), the 
District has the highest potential impact in terms of new students to present 
students. The 74 units represents 56 students if the 0.75 ratio is used (given the 
high apartment figure, a lower ratio of K-12 students could also be chosen). 
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Considered alone, the 56 students present a 7.4% increase, the district, 
however, has experienced a headcount decline of 63 between the fall of 1997 
and the fall of 2001 . Thus, the potential increase from the casino induced grovrth 
would leave the total still below the enrollment totals of only a few years ago. 

The other districts in the core area, Hopkins Public Schools, Plainweil 
Community Schools, and Otsego Public Schools, all have “new student to 
existing student” ratios below the estimates for Wayland Union Schools. Otsego 
Public Schools, which potential would take in students from both the “core” and 
“extended core” areas has experienced a stagnated enrollment . The headcount 
figures for 2001 were 2,427, compared to 2,445 for 1997, a decline of 18. 

The new student figures for districts outside of the core area tend to be small, 
due to the wider distribution and lower total units involved creating lower total 
new units in any school district. Gains Township, in Kent County, is in the 
position of potentially receiving the greatest potential enrollment increase 
induced by the casino (83 units, with a student figure at 83 if a higher 1 .0 per unit 
is chosen). Three districts, Kentwood Public Schools, Caledonia Community 
Schools, and Byron Center Public Schools, have portions of the Township. 
Together the districts had an official K-12 headcount enrollment of 24,467 in the 
fall of 2001. 

The State of Michigan now uses a “foundation” grant method for school funding, 
with the State being the primary source of operating funds. An amount Is 
supplied to the district based upon enrollment. This means that schools tend to 
have an incentive to increase enrollment. 

Major facility expansion and new buildings are typically financed through long- 
term bonds from voted property taxes within the limits of state law. The new 
housing units would be subject to all local property tax levies. The casino itself 
will be in the position to make significant payments to the local education needs. 
This is further discussed in a following segment. 

One additional note, it is not an abnormal experience in Allegan for districts to 
deal with families that have recently moved. In the 2002 Census for Allegan 
county, it was determined that of those age 5 and above, than 55% had lived in a 
different housing units five years previous. 
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Letters of support from school officials. 

Letters of support are in the official record from Thomas J. Tamutzer, 
Superintendent of Wayland Union Schools and John VanNiewenhuzen, 
Superintendent, Allegan Public Schools. 

ADDITIONAL PUBLIC SAFETY NOTES 

As noted, the 2000 Census determined that Allegan County had 43,292 housing 
units, of which 38,165 were classified as occupied. The addition of 434 units 
(over approximately five years) represents a growth of 1 .0% in the total number 
of units. In Wayland Township, the allocation from Section Two of 34 single 
standing units and 35 condos together represents a growth of less than 6% from 
the 1,169 units in the 2000 Census (an average of a little over 1% per year). 

The units will require normal public safety services. As with schools, they will be 
subject to the normal property tax levies assessed by the County and cities and 
townships for operating funds. 

A letter of support for the project has been submitted by Dan Miller of the 
Wayland City Police Department. An additional letter of support has been 
submitted by Larry Orlowski, Executive Director, and Deputy Sheriffs Association 
of Michigan. 

The 2002 base report by Michigan Consultants (pages 34 and 35) discussed 
potential public revenues that would be derived locally and in the county through 
a compact patterned after the most recently agreed to Native American compacts 
in Michigan. It notes that at least one-eighth of the local dollars provided from 
“2% of electronic gaming" must flow to public safety. Based upon a revenue 
target of $169.7 million in gross gaming annually, with 82% derived from 
electronic games of chance, this equates $2.78 to be allocated to local agencies 
and needs. Of this amount, the one-eighth minimum for public safety equates to 
approximately $347,000 annually. Even if a lower gross revenue figure is 
realized, the dollars for public safety remain substantial. 

The various public safety agencies and programs can also apply for additional 
funding from the millions of additional dollars to be allocated for projects within 
the county. 
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PUBLIC REVENUES AND MITIGATION 

As introduced above, the 2002 base study by Michigan Consultants discussed 
public revenues on pages 34 and 35. Under the electronic games of chance 
revenue scenario at full operation. $2.78 million would be made available 
annually for local agencies and programs. The Band will not have influence over 
the allocation. In the most recent compacts, the funds flow to a Local Revenue 
Sharing Board, comprised of a representative from the host community, the 
county, and a third chosen by the other two. 

These dollars possess significant potential to mitigate any unforeseen impacts 
and to improve the quality of life in the Township and throughout Allegan County. 

It Is noted here that the total property taxes billed for the property in 2002 was 
$84,655.51. 

The landowners of new housing units or commercial buildings will also be paying 
property taxes. These dollars further support public safety and other services. 
The base 2002 Michigan Consultants study (page 44) demonstrated that 
property value growth in Native American casino host counties has compared 
very favorably with property value growth in non-host counties. Wayland area 
property values tend to be below those of Kent. Simply as a quick comparison, 
the Standard and Poor’s calculated for the State of Michigan that the "property 
value per student” in Wayland Public Schools for the 2001 school year was 
$99,012. This figure is far below the southern Kent County figures of $196,225 
per student in Byron Center Public Schools, $251,450 in Caledonia Community 
Schools, and $189,038 in Kentwood Public Schools. 
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SECTION FIVE 

RESPONSE TO AEG “CRITICAL REVIEW: GUN LAKE BAND OF 
POTTAWATOM lINDIANS ENVIRONMENTAL IMPACT STUDY: 
ECONOMIC AND COMMUNITY IMPACT ANALYSIS’’ 


OVERVIEW 

Anderson Economic Group (AEG) submitted to the BIA a narrative self-described 
as a critical review or critique. In it. a series of broad assertions are made, and 
some figures offered without showing the subtotals or calculations. AEG fails to 
develop a case that there exists any specific conclusions, reference points, or 
methodology in the Michigan situation that refutes the overall projections made in 
the EA. The EA utilized a 2002 study by Michigan Consultants (hereinafter 
referred to as the “base" Michigan Consultants study). A case is not made that 
the base study Is flawed, or that the BIA has failed to take into account the 
requirements of the law. 

FORMAT OF THIS RESPONSE 

This document first identifies the key items prepared in response to the AEG 
comments. We are very confident that each of their points is unproven, incorrect, 
or not relevant. The response then provides a review of the existing Michigan 
casino market. This updates the information in the core EA, and is seen as vital 
in understanding the context of the figures in the core EA. It also exposes the 
lack of a foundation in the AEG document for how their approach represents the 
existing Michigan situation. 

This response then reviews each page in the AEG narrative. This is undertaken 
for thoroughness, although does create redundancy. The supplement then visits 
the summary portion of the AEG critical analysis, solely to reaffirm that all key 
items are addressed. At the conclusion of this document, additional comments 
and analysis are offered regarding the regional economics and benefits. 

KEY ITEMS 

The list below addresses what are viewed as either key shortcomings in the AEG 
comments, or refute specific criticisms made my AEG. 
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♦ The AEG document does not cite Michigan casino market information. 
Their material does not point to any information regarding the existing 
Michigan casino market that refutes any of the projections made in the EA. 
Considering that Michigan presently has three non-Native American 
casinos, and 17 Native American casinos (plus numerous other gaming 
options). This omission is viewed as a weakness in any assertions. 
Examples of key material are included in the narrative below, and are 
considered by Michigan Consultants in all casino studies. 

♦ In terms of market analysis, AEG footnotes two casinos studies, neither in 
Michigan. One was prepared by KPMG for a proposed casino Moncton, 
New Brunswick Canada. The other is a report by Crowe Chizek for a 
proposed casino in Beloit, Wisconsin (actually, this is one of two studies of 
Beloit, a separate study performed by GVA/Marquette Advisors produced 
much higher revenue projections). Interestingly, neither of the studies 
cited by AEG was opposed to a casino. Published data considered by 
Michigan Consultants are discussed in the narrative below. 

♦ The base 2002 Michigan Consultants report does, indeed, provide a 
methodology based upon Michigan information reflecting known aspects 
and amounts in the Michigan gaming market. The BIA does not need to 
endorse every specific figure in the projections, only that the methodology 
and figures are logical based upon existing data, experience, and the 
reasoned judgment of experienced professionals. 

♦ This Is apparently the first study in gaming field undertaken by AEG. 
Furthermore, AEG does not appear to have undertaken economic 
development work previously in the Wayland Township area, or in Allegan 
County. This inexperience does not disqualify the comments, just as 
those by ordinary citizens merit consideration. The lack of experience 
does, however, suggests a burden to cite appropriate published research, 
along with clearly showing fairness and thoroughness in their wide 
assertions opposing the casino. 

♦ The AEG use of the acronym “NIGRA" instead of “IGRA” may be 
suggestive of the lack of experience in the field. 


MICHIGAN CONSULTANTS 


PAGE 38 OF 80 


326 


JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN UKE BAND CASINO 

(To be read in concert wiSi environmental calculations supplement) 


♦ The firm that undertook the base study used by the Band and analyzed by 
the BIA, Michigan Consultants of Lansing, has performed a series of 
gaming studies in Michigan and other states, both for communities and for 
gaming interests (additional information on past project appears in the 
narrative). The firm has also undertaken a variety of economic 
development projects in Michigan, including in western Michigan. There is 
also significant experience in the housing, transportation, and human 
services fields, all aiding the preparation of a solid document. 

♦ At face value, the amounts projected for the casino, 3.1 million visitors and 
$169.7 million annually in gaming revenues, are hardly exorbitant 
considered the results already achieved by other casinos in Michigan and 
the Indiana liverboats. 

♦ Interestingly, if the actual level of revenues and jobs achieved prove to be 
below the level projected in the DEA, as AEG contends, this serves only to 
suggest that the environmental impacts and mitigation analyses are 
addressing higher impact parameters than necessary. 

♦ The AEG critique does not consider one a key economic impact scenario- 
that being if one or both of the proposed casinos in New Buffalo and 
Emmett Township open, but the Wayland casino does not. Of particularly 
relevance is Emmett Township site. It is less than 70 miles from Grand 
Rapids, accessed by major highways. Adding this scenario likely changes 
many the claims made by AEG in their own approach. 

♦ The omission of the scenario where the Emmett Township casino opens 
but Allegan casino does not tends to question analytic intent of the AEG 
critical review. 

♦ Even AEG appears to agree that the casino will be beneficially for the 
Band, Wayland Township, and suggests positive benefits for Allegan 
County. 

♦ The figures offered by AEG appear to stem from a model that clearly 
under-represents existing gaming by Kent County area residents. Any 
under-representation of the present tends to invalidate impact projections 
from shifting of expenditures. 
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♦ The AEG figures appear to also under-represent total gaming now 
occurring in Michigan. Any model that inaccurately represents the existing 
situation cannot be reliable as a predictor of the future. 

♦ The AEG critique spends significant time on the issue of proper 
multipliers. It is not clear that those used in the 2002 base report by 
Michigan Consultants are too high. Indeed, evidence is available that 
other studies by other firms and agencies use similar or even higher 
figures (examples are provided in the narrative that follows). 

♦ AEG does not explain how their calculations are made or how conclusions 
are reached. As noted, even if for a moment the position is taken that 
their market totals for the casino are correct, that much of the revenue for 
the Allegan casino is a shift from within the Allegan region of money not 
otherwise leaving, then this means there would be fewer new jobs, spin-off 
businesses, housing, etc. Essentially, AEG is suggesting that the EA is 
reviewing higher impact parameters than necessary. 

♦ The AEG figures seem to make extraordinary assumptions regarding the 
ability of Kent County to retain spending within its borders, whether or not 
a casino operates in Allegan. 

♦ The AEG study seems to disregard the importance of intra-state tourism. 
A report entitled “Michigan 2001 Travel Summary" by D.K. Shifflet & 
Associates Ltd. reported that Michigan residents are the origins of 57% of 
tourism trips to Michigan destinations. The Detroit DMA alone represents 
the origin of 13% of all tourism trips to Southwest Michigan. 

PRESENT MICHIGAN MARKET 

It is useful to review key aspects of the existing market in Michigan to provide a 
context for the figures in the Band’s submittal. Many of the figures were 
introduced in the original submittal to the BIA. 

Gross gaming revenues 

A calculation of gross gaming revenues at Native American casinos in Michigan 
in 2001 is supplied in Table A. 
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TABLE A 

ESTIMATED MICHIGAN NATIVE AMERICAN GAMNG REVENUES~2001 
(derived from Michigan Department of Treasury "2%” local payment figures) 


Tribe 

2001 

2% Payment 

Gross Slots 
Base On 2% 

Gross gaming 
estimate* 

1 

Bay Mills 

488297 

24.414,850 

29,774,207 

2 

Grand Traverse 

1,915279 

95,763,950 

116,785,305 

3 

Hannahville 

632,746 

31,637,300 

38,582,073 

4 

Keweenaw Bay 

326,366 

16,318,300 

19,900,366 

5 

Lac Vieux Desert 

350243 

17,512,150 

21,356,280 

6 

Little River 

1.484.142 

74,207,100 

90,496,463 

7 

Utile Traverse Bay 

839,415 

41,970,750 

51,183,841 

8 

Saginaw Chippewa 

7,150,869 

357,543,450 

436,028,598 

9 

SSMTCI 

2,109,334 

105,466.700 

128.617,927 



15,296.691 

764,834,550 

932,725,061 


* Using a factor for all of slots representing 82% of gross site gaming revenues. 


The Little River casino in Manistee opened a major expansion in late 2002. The 
declining Michigan economy may have impacted the statewide totals for 2002 
and what can be expected for 2003, although residents who decide to put off 
longer and larger-scale out-of-state trips may prove prone to spend 
entertainment dollars closer to home 

Three commercial casinos operative in the City of Detroit. The revenue figures 
for 2002 are as follows: 

Greektown $ 327.603.597 

MGM Grand $ 394,981 ,693 

Motor City $ 402.513.543 

2002 Total $ 1,125,143,500 

Casino Windsor in Windsor, Ontario, directly across from Detroit, realized more 
than $400 million ($US) in 2002, plus the R. Edward Casino in Sarnia, Ontario, 
and the casino in Sault Ste. Marie, Ontario, each directly across international 
bridges from Michigan, achieved revenues in the tens of millions. 
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The Blue Chip casino in Michigan City, Indiana, a few miles from the Michigan 
border, and reported in the press as a member of the Grand Rapid Chamber of 
Commerce, achieved revenues of over $200 million in 2002. 

In addition to the “daytrip” market. Las Vegas is a major destination from 
Michigan airports, plus additional gaming occurs during cruise ship voyages and 
at other casino sites in other states beyond the Blue Chip. 

Clearly, the Michigan "market” can be viewed as being at least two billion dollars 
annually (maybe well over). This is a vital context for the base analysis, and 
brings into serious question assertions in the AEG critical review. Essentially, as 
discussed in the base 2002 study and ftjrther in this analysis, area residents 
already spend significant sums at casinos, perhaps much higher than 
represented by AEG, 

Visits 

The number of visits is not officially published by any of the Native American 
casinos. The Detroit facilities on occasion publish a number, but the definition is 
not precise. The Indiana Riverboats, do have an admission charge, but even 
that data has the problem of individuals staying longer than one “boarding”, and 
those who enter, leave, and return the same day. 

Simply for reference, if it is postulated that if the average hold was $60/visit 
(defined as one visitor during one day), in a two billion dollar market this equates 
to over 33 million visits annually (a $70/visit figure equates to over 28.5 million 
visits). A portion of the visits to Michigan casinos come from out of state, but 
this may be more than offset by visits by Michigan residents to other casinos in 
other states and Ontario. The key point is that any model discussing the future 
casino market and potential casinos must consider this base. 

PLAYER PARTICIPATION RATES 

At the foundation of a casino market analysis are the frequency factors for adult 
casino visitation. There are two prime components, the number of adults that 
visit a casino at least once a year, and the average number of visits within this 
group. Even though different studies may use the term somewhat differently, the 
“participation rate" may be thought of as the multiplication of the “percent that 
visit a casino during a single year by the “average number of casino trips for 
those that visit at least once." As an example, if 40% of adults in a certain region 
make at least one trip to casinos during a single year, with the average number 
of trips being 10, the resultant participation rate is 4.0. 
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The core Michigan Consultants base study provides a sequential methodology 
for representing the total adult population within 31 relevant counties, the 
projected percentage of adults that will be visiting casinos and the average 
number of visits. Varying percentages are utilized for creating an assessment of 
the total market contribution from each county. This information appears in a 
consolidate form In Table 3-3 on page 23 of the core report. 

The position is held that the data used in the 2002 core study by Michigan 
Consultants fairly represents the total existing market. It is noted here that firm 
has completed a variety of studies for gaming groups and has its own models 
and factors for visitation. The projects have included the initial efforts and follow- 
up market analysis for the three casinos in Detroit, projects for five Native 
American tribes in Michigan (involving a variety of individual projects and 
potential casinos), and casino market analyses in other states. Engagements 
were performed both for tribes, casino developers, and communities. This 
experience and reputation are relied upon when developing analysis for all 
clients, including analysis of the Wayland Township site. 

Most importantly, the Michigan Consultants calculations are cross-checked with 
public studies of casino visitation behavior (discussed below) and the known total 
revenues now in the market (discussed above). These are public reference 
points that can be used for validation of the Michigan Consultants' approach. 

The AEG critical analysis mentions visitation rates, but uses only two studies as 
a base, one from Wisconsin, and one from New Brunswick, Canada. Most 
importantly, AEG does not demonstrate how the rates in those studies were 
derived, or how they represent the Michigan situation. This is also, apparently, 
the first AEG project in the gaming field. 

Bear Stearns-Wisconsin and Minnesota markets 

Wisconsin is particularly interesting because it has only tribal casinos (17 in 
2002), and demographics generally similar to western Michigan. In the 2002- 
2003 report. Bear Steams estimated the participation rate for Wisconsin citizen 
statewide was 4.0. It is not known if this is ”40% visit during a year, and have an 
average of 10 visits” or some other combination. 

Minnesota hosts 19 tribal casinos. The statewide participation rate calculated by 
Bear Steams in their 200-2003 Almanac is 5.20. 
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These figures do not automatically apply to western Michigan, but do provide 
benchmarks from areas with similar demographics for consideration. They 
appear to be much higher than the factor AEG claims should be used. 

Bear Stearns-Detroit/Windsor Market 


Bear Stearns, in their 2002-2003 North American Gaming Almanac, presented 
estimates for the "participation rate" for the Detroit/Windsor market potential. 
The figures only apply to existing or potential visits to the three Detroit casinos 
and Windsor, and not ail visits by residents {trips to casinos elsewhere). Their 
rate for 0-50 miles was 4,2, with lower rates for longer distances. They estimated 
the theoretic market for the 0-50 miles radius to 1 7.48 million annually, with 23.87 
million being the theoretic total Detroit/Windsor market. They estimated a 
"gaming growth potential” of 22.4%, and a theoretic market size of $1 .8 billion. It 
is not clear if a person visiting a casino twice in a single day, or multiple casinos 
in a single day, count as one visit or more than one visit. 

Western Michigan Unh/ersitv study 

Western Michigan University prepared for the Michigan Department of Public 
Health a report “A Survey of Gambling Behaviors in Michigan, 2001.” This is a 
follow-up to similar reports prepared in 1997 and 1999. The focus is on problem 
gambling, but the survey utilized by the researchers also provides insight into 
overall casino visitation. A sample was conducted of Michigan residents age 18 
and below. The survey found that 60.6% of respondents reported they had 
visited a casino at least once during their lifetime, and 37.2% reported having 
visited at least once during the past year. 

Marketing Resource Group 

Marketing Resource Group of Lansing periodically published survey research 
pertaining to various issues and trends in Michigan. In the 2002 summer addition 
of “MRG Occasionally,” results of a sun/ey of Michigan voters found that 38% 
had visited a casino during the past year, and 24% had visited a “an Indian 
casino", and 15% had visited a casino in Detroit. 
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Notes on reference points 

As introduced above, the benchmarks are important because the AEG critical 
revue, in producing broad figures on impacts, may have seriously under- 
represented the present usage of casinos by area residents. The net effect is to 
over-estimate the amount of new dollars that would be leaving Kent County that 
are not already doing so. In reality, substantial dollars are now leaving, but will 
have a better chance of being retained and redistributed in the region by an 
Allegan casino. 

SPECIFIC ITEMS IN AEG REPORT 
Sequence of analysis 

For thoroughness, key comments in the narrative of the report (pages 8-26) are 
first addressed. Comments pertaining to the summary section of the AEG then 
follow. The specific figures and methodology in the AEG report are the focus of 
attention, rather than their random statements made without a reference point. 

Page 6: 

This is simply general statements on impact studies. 

Page 7 

The general statement is made that the Michigan Consultants 2002 base report 
has “exaggerated” results. Obviously, this statement is disagreed with. Yet, it is 
relevant to note that to any degree that economic impacts do prove to be lower 
than those in the 2002 base study, then any secondary environmental impacts 
would also be lower. The AEG study seems to be arguing that the DEA is 
analyzing and mitigating impacts that are beyond the level necessary. 

Page 8 (too portion) 

AEG makes market related criticisms without specificity on alternative 
approaches, or listing of ottier studies used by the BIA (or EPA) that demonstrate 
that commonly used methodologies and data bases exist that differ substantially 
from and are clearly superior to those used by Michigan Consultants. 
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Page 8 (bottom^ and Page 9 

The section starts claiming a "General lack of justification’ but does not offer 
examples of better information. A complaint is made that the “percent of 
population age 21-75 that visit casinos" was not adequately explained and 
potentially is incorrect. The Michigan Consultants 2002 base study was indeed 
based upon public information, as well as the many studies the firm has 
conducted. Information provided above in the Present Michigan Market and 
Player Participation Rates sections verity the figures used in the base study. 

AEG fails to show how the use of different factors better represents the Michigan 
market. Indeed, they do not provide any summary of the Michigan market, and 
how their factors represent the present situation. If their figures significantly 
underestimate present casino visitation in Michigan (which we believe) then any 
projections for the future from such factors are likely to reach incorrect 
conclusions for growth, shifting of expenditures, and total impacts. 

The items obstensively listed at the top of page 9 in the AEG critique also tend to 
claim problems, yet they do not specifically identity figures that are better, or how 
any of their past work uses different numbers, or how the Michigan market is any 
way misrepresented by Michigan Consultants. 

In the segment on page nine “Applying proper technique” they are kind enough to 
attempt to enlighten the reader on what is “clearly more appropriate.” Yet they 
fail to do so. The terminology “Applying proper technique” is used In several 
locations in the critique, without clearly demonstrating how the methods better 
represent the Michigan market or even how AEG has used the methods 
previously in other gaming studies. 

In AEG Table 2 they present factors claimed to be different than those used by 
Michigan Consultants. Again, the fatal flaw in the AEG material is that they do 
not show how the factors total to the reality of the Michigan market (they appear 
to significantly understate the market which now exceeds two billion dollars 
annually). This would not be a difficult exercise if their factors and approach 
were indeed superior. It would only require taking the factors, present population, 
and present casinos, and thus generate estimates that are close to the existing 
market totals publicly known. 
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Their variable “% of adults that visit a casino per year” varies slightly in the 
Michigan Consultants document, with 40% used by AEG. Again, AEG does not 
show how their figures better represent the Michigan situation, particularly 
western Michigan. In any event, Michigan Consultants uses 45% only in two 
areas rather distant from Allegan. The factors used by Michigan Consultants do 
not differ substantially from the Bear Stearns “within 50 miles of Detroit’’ figures, 
or other baseline information available. 

AEG appear to claim that much smaller factors should be used for “Average 
number of casino visits per gambler.’ They provide no justified for such an 
assertion, and may simply be incorrect. Use of lower factors serves to 
underestimate the present Kent area market For justification, they point to two 
studies, one in Beloit, Wisconsin, the other in Moncton, New Brunswick. 

The Beloit study by Crowe Chizek was one of two contentious studies of the 
Beloit market. Interestingly, it is not unsupportive of the proposed casino there. 
AEG does not reference the other study of the Beloit market (performed by 
GVA/Marquette Advisors) that produces much larger market figures. 

The study in Moncton, New Brunswick (which itself is only a projection made by 
KPMG) Is an unusual choice (particularly as one of only two site specific studies). 
The AEG claim that a projection for an eastern Canadian maritime province is 
appropriate for the Allegan region is highly questionable. The map on page 31 
of the Moncton study, showing the water surrounding much of New Brunswick, 
demonstrates the obvious the differences between that area and western 
Michigan. 

Essentially, using factors in the Moncton projection for western Michigan Is 
simply odd. We know of no statements from KPMG that suggest they feel their 
figures for Moncton apply to western Michigan. 

AEG also footnotes a document by Adam Rose and Associates; but that report 
does not appear to address a specific market or provide specific visitation figures 
of its own. 
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The use by AEG of potentially artificially low present casino visitation figures, 
particularly for Kent County, creates a major flaw in their material. Kent, Allegan, 
and Barry counties together represent 7,85% of the state population (with Kent 
alone representing 6.1%) If addittonal counties touching Allegan (Kalamazoo, 
Ottawa, and Van Buren) are also included, the six county group represent over 
13.7% of the state population. These counties must represent a significant 
portion of the Native American casino market and important portion of the market 
for the Blue Chip casino. The representation in the over $1 billion hold at the 
Detroit casinos is less evident, but certainly is not zero. 

If simply a proportional calculation is made for Native American casinos in 
Michigan alone, the Barry, Allegan, and Kent market represent over $70 million 
annually alone (this does not include any spending from residents from these 
counties in Detroit casinos or Indiana or Illinois riverboats). It also does not 
include non-gaming spending during the trip to and from the casino and at the 
casino facility. 

These are dollars leaving the area. The Allegan casino would retain this 
spending in the area, with a significant portion being redistributed through 
employment, purchase of goods and services, and public revenue contributions. 
The AEG analysis does not appear to fully take this dynamic fully into account. It 
is also the reason why underestimation of the existing market becomes such a 
key consideration, as well as relative impacts that may occur If the Emmett 
Township casino opens but the Allegan site does not. 

It also merits notes that the Gun Lake Tribe itself, separate frcxn casino 
spending, will be spending or investing revenues in the region on goods, 
services, housing, etc. There is no reason to believe that their investment and 
spending in the area will be different from other business operators in Allegan, 
Barry, or Kent counties, 

For Wayland Casino Market Share, AEG claims their approach is more rigorous, 
yet this can be disputed. The Michigan Consultant report does address over 30 
counties representing a majority of the state population, and offers capture rates 
based upon distance to competition. For Average Hold, the AEG figures do not 
appear to differ substantially with those used by Michigan Consultants. 
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Page 1 0 

AEG makes the complaint of insufficient consideration of travel time. Yet, they 
do not show how their approach is proven more accurate in estimating future 
markets, and does not show how it represents the present market. 

Use of drive times is a valid approach, but it has weaknesses that must be 
considered, or incorrect conclusions might be reached. Three aspects must be 
added into the analysis. The first is whether or not another casino is closer. A 
90 minute time to a casino may be viewed differently by a potential customer if 
that is the closest casino. Rather than a tertiary market for a casino, visitation 
may be closer to the factors for a secondary or even primary market. Secondly, 
potential customers may view actual drive time as different (likely less) than the 
official drive time that is based upon posted speed limits. Thirdly, there may be 
other reasons a person is visiting the area, but decides to make a casino visit as 
one component of the trip. 

Essentially, use of drive times can be valid, but must be considered with other 
factors, and the model used should first delineate how it represents the present 
market. AEG fails to use the model to show how Soaring Eagle now captures 
approximately $400 million in gaming revenues annually. 

These aspects become keenly important when considering the Kent County 
market. The Soaring Eagle in Mt. Pleasant is considered by AEG to be “tertiary” 
or “secondary” due to drive times, from Kent County. AEG apparently uses this 
later in their report to suggest a very low present casino visitation scenario for 
Kent residents. The AEG factors for drive time, if applied to the Soaring Eagle 
and a Mt. Pleasant site, simply do not total to the over $400 million market share 
already being realized at that site. The same statement can be made for the 
Little River casino in Manistee (and perhaps also for the Detroit casinos). Again, 
AEG provides no reality based (in terms of the present market) justification for 
their factors, they simply describe them as superior. 

The AEG critical analysis also states that the 2002 Michigan Consultants’ report 
uses seven distinct geographic regions. In actuality. Michigan Consultants uses 
distinct data from over 30 counties, representing well over three-quarters of the 
Michigan population. The counties are simply grouped into seven subdivisions 
for ease of presentation. Interestingly, while AEG speaks of the many individual 
calculations they made, ttieir critical analysis simply offers broad totals. 


MICHIGAN CONSULTANTS 


PAGE 49 OF 60 


337 


JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To bs read In concert with environmental calculations supplement) 


Page 1 1 

Comments are made regarding Allegan as a prime market area. It is unclear the 
point being made. Certainly, averages are used for the county. Residents of 
specific individual communities will make lower or greater use of all casinos, 
including the Allegan site. Variables include income, religion, age, employment, 
second homes, friends or business in an area, as well as distance and many 
other factors. All analyses rely on averages. Again, even if it does turn out that 
the Wayland casino captures a lower portion of the Allegan market than 
projected in the Michigan Consultants 2002 scenario, this tends to lower 
environmental impacts from traffic, new housing, etc. 

The AEG study seems to suggest that benefits would not accrue throughout the 
county. Their view must be challenged. The employment will certainly come from 
beyond the Township itself. AEG does not mention that the local revenue sharing 
board in a standard state compact assures one of the three positions for the 
County (plus one for the host community and one other to be chosen by the first 
two). The subcontractors serving the casino will be located in a wider region 
than the host community. 

Further on page 1 1 AEG congratulates itself on the used of drive time rings. This 
can be a valid technique. Yet. no compelling reason is given that their technique 
somehow is vastly superior. Moreover, they never show how it represents the 
present situation in Michigan. A model that does not represent the present 
cannot represent the future. 

Page 12-13 

AEG notes their use of drive times; as mentioned above, the technique itself can 
be valid. It can lead to major mistakes, however, if the factors used for each of 
the drive times, when applied to the present situation, do not reflect the present 
market. Native American casinos have gaming revenues above $900 million 
(perhaps over $1 billion soon), and Detroit casinos over $1.1 billion. As before. 
AEG never shows how their approach represents the present market realities. 

Page 12 also has a comment regarding the Southeastern Michigan market. 
They claim the Wayland market area should not extend to Southeast Michigan 
because gamblers from that region ‘will be offset by the loss of Wayland-area 
gamblers to casinos that are out of the proposed casino’s immediate region of 
competition.” This appears inconsistent with the concept of a sound overall 
market analysis and understanding Impact dynamics. 
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Visits to other casinos are a central point in understanding the benefits of a 
casino to an area— dollars are being lost to other areas. Moreover, western 
Michigan actively promotes the tourism and recreation sites of the region to all of 
Michigan, including the highly populated southeastern portion. It is highly unlikely 
that tourism businesses in Allegan view southeastern Michigan as irrelevant. The 
Michigan Consultants analysis includes an estimate of 2% capture from that area 
for Allegan. This is a modest goal. It needs also to be placed in the context that 
people from Southeastern Michigan will be visiting western Michigan for a variety 
of purposes, such as business related and family related trips. The casino will 
have the chance to encourage these individuals to stay longer in the area and 
also visit the casino. 

As introduced previously, a report entitled “Michigan 2001 Travel Summary” by 
D.K. Shifflet & Associates Ltd. was published in March of 2003. The study 
reported that Michigan residents are the origins of 57% of tourism trips to 
Michigan destinations. The Detroit DMA (a cluster used in the broadcast industry) 
alone represents the origin of 13% of all tourism trips to Southwest Michigan. 

Page 14 (too portion) 

AEG claims that fluctuation in distance to a gaming site is not reflected in the 
Michigan Consultants report, this is incorrect. The Michigan Consultants study 
considered population data from many counties, with frequency of visits 
considered in the market generated by residents of each county. This is evident 
in Tables 3-1 , 3-3, and 3-4 in the 2002 base report. 

AEG, in their Table 3, provides figures for primary, secondary, and tertiary trade 
area visits to casinos. The footnote mentions the figures are “adopted from the 
average numbere of 10, 5, and 3 used by KPMG in their assessment of similar 
projects. The report does not note where those projects are, or if any apply to 
Michigan, or even if the projections represent actual casino visitation experiences 
or proved correct once a casino was built. AEG does not exhibit why use of 
those factors are appropriate for individuals within the various travel times used 
to calculate their market totals. Essentially, AEG never shows how their figures 
and calculations, whatever the source, ultimately represent the existing market. 
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Page 14 fbottom oortionUhrouah oaoe 16 (top) 

These pages are grouped due to the discussion of competition. 

As previously, AEG criticizes the Michigan Consultants report for using seven 
grouping of counties. In actuality, the groupings serve only for convenience, as a 
way to group many different in counties that independently possess similar 
characteristics. The foundation of the Michigan Consultants' approach is still 
upon a variety of counties. Even though AEG compliments itself on the use of 
many population sub areas, they apparently use three visitation factors for drive 
time areas, and thus their individual calculations simply can be subtotaled and 
grouped in the same way as in the 2002 Michigan Consultants base study. 

The most questionable aspect of the AEG approach, again, is that the figures 
used for visits when coupled with drive times simply are not shown to be 
representative of the existing Michigan market. No market totals are provided, 
no evidence that their approach is more accurate than the Michigan Consultants 
approach for the present situation. 

Their analysis of competition also fails to include one very important scenario — 
that being the impacts that will occur if the casinos in Emmett Township and New 
Buffalo open, but Allegan does not. This will be discussed further in a segment 
below. This omission may be deliberate, and affects all AEG conclusions. 

In their Table 4 on page 16 AEG again mentions KPMG studies, without clarity 
on the states and communities where those figures were generated. There is no 
discussion of how the factors fit the Michigan situation. 

Page 16 (bottomi and oaoe 17 

The pages appear to deal with shifting to gaming from other services. Their 
approach, first of all, appears lacking because the representation of present 
casino gaming and other gaming spending in the region, particularly in the region 
is not specifically listed. From the factors listed, it appears that this fundamental 
expenditure is inadequately represented by AEG. One theme in any casino 
analysis is the gaming dollars presently leaving an area that will be captured in 
the area if the casino is built. Many of these dollars are then redistributed within 
the community. If this step is not taken, even the broadest of estimates of the 
shifting of other, non-gaming, dollars to the casino becomes faulty. 
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As delineated in the Michigan Consultants study, and elaborated upon in an 
earlier sections of this response, there already exist many gaming options for 
area residents. The options will further expand if the proposed either of both of 
the casinos in Emmett Township or New Buffalo Township opens. 

The overall DEA submittal discusses job creation in Allegan county and adjacent 
counties from the on-site and off spending of customers, the vendor spending by 
the casino, and the induced benefits. This is consistent, perhaps even more 
detailed, with other studies conducted throughout the country. The Michigan 
Consultants 2002 report is also careful to distinguish in its job estimates those 
positions that are created through new spending in an area versus those 
stemming from spending that is simply is shifted. The focus Is indeed on Allegan, 
but employment issues in the wider area are addressed. 

In terms of the state economy, to our knowledge there has not been written 
statements of opposition to the casino, or more specifically to the Michigan 
Consultants study, from state departments overseeing the Treasury or economic 
development. This covers two administrations, with governors from both major 
political parties. 

It is noted that the Blue Chip casino in Michigan City, Indiana is a member of the 
Grand Rapids Chamber of Commerce, the sponsor of the AEG study. 

Page 18 

The critique questions the shifting from other casinos. It does not explain figures 
of its own regarding individual shifts from other casinos, and makes no attempt to 
provide a model for the existing market. AEG also does not discuss the capability 
of the sites to attain replacement revenues from other areas, of through 
additional marketing, if some dollars do indeed flow to Allegan from their existing 
base. It simply is not automatic that if dollars are lost to Allegan these 
enterprises will not be able to replace the revenues. 

We are not aware of any letters of opposition to the project from any Native 
American casinos in Michigan. Indeed, the Saginaw Chippewa Tribe, which 
manages the Soaring Eagle on reservation land, forwarded a letter of to the Gun 
Lake Band supportive of the efforts of the Band, 
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We are also unaware of any letters of opposition from Indiana riverboat or the 
three Detroit casinos. Essentially, it appears that a firm paid to criticize the 
proposal of the Gun Lake Band is showing concern for distant casinos even 
though the operators of those casinos apparently did not submit formal criticisms 
of the project to the BIA. 

The Native American casinos in Mt. Pleasant, Manistee, and the two near 
Traverse City, have proved very successful. The Soaring Eagle in Mt. Pleasant 
is one of the largest and most successful in the world. The Little River casino in 
Manistee was so successful that a major expansion has just been completed. 
The Grand Traverse Band expanded from their first casino near Traverse City by 
adding the Turtle Creek casino, which itself has been expanded. As stated 
above, while a portion of the revenues at the Allegan site would otherwise have 
gone to Native American casinos, each of the operations has been very 
successful, should continue to be very successful, and have not opposed the 
Gun Lake effort. They may also have marketing options in other regions to 
replace dollars from the Kent-Allegan area. Players otherwise going to the Blue 
Chip in Indiana will no doubt be the source of some of the Allegan revenues, 
although no specific opposition on the Blue Chip letterhead has been received. 
The Blue Chip evaluation conducted by the State of Indiana noted that the target 
income for that site was $70 million, yet the casino in 2002 achieved gaming 
revenues in the vicinity of $200 million. 

The Gun Lake Band possesses its own vital economic development needs, 
which should not be marginalized in comparison to existing casinos. 

Pages 19 and 20 

AEG in Table 5 provides various figures relating to revenues. The calculations 
behind the figures are not provided. It is particularly conspicuous that the 
manner in which their model represents the present casino gaming situation in 
Michigan is not represented. 

As noted, a major flaw in their table at the outset is that the scenarios do not 
include the possibility of the Emmett Township casino opening, but not the 
Allegan casino. This scenario would increase to at least some degree the 
outflow from Allegan and other counties in the region, but bring little back In 
terms of jobs, and nothing back in terms of public revenues. It is not clear if this 
is an oversight by AEG, or deliberately omitted because the scenario would not 
support their criticisms of the Allegan project. 
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As noted in this response, AEG concludes in their Table that the revenue figures 
in the submission by the Band are too high. Yet. it also merit repeating that the 
projected $169.7 million annual gaming figure is less than one-half of that 
achieved at the Soaring Eagle, and lower than that achieved at the Blue Chip 
casino in Michigan City, Indiana. Michigan Consultants has performed a variety 
of casino studies, both in Michigan and other states. A Detroit News editorial 
called the Michigan Consultants figures in Detroit “definitive,” The firm has also 
been involved in a variety of economic development projects. We fully stand-by 
our estimates. 

AEG offers a figure for “revenues from expenditures shifted from other industries” 
and revenues from “cannibalization of others casino’s probable revenue." The 
details behind these statistics are not provided. In that AEG does not attempt to 
explain how the counties in the target area contribute to the over $1.1 billion 
annually now flowing to Detroit, and almost $1 billion annually flowing to Native 
American casinos in Michigan, or to the Blue Chip and other non-Michigan 
casinos, it is not possible to make a definitive statement about the accusations. 
It might be noted that the AEG claim that 57% to 46% of the spending would be 
new (shifted from non-gaming spending) is not supported by any other studies of 
a new casino in very active existing market. 

As a footnote to their Table 5 AEG claims that the “Tribe’s submission” (that of 
the Gun Lake Band that utilizes the Michigan Consultants 2002 base report) 
does not appear to fully account for competition. As noted previously in this 
response, competitive aspects are explicitly used in the steps In the Michigan 
Consultants methodology that produced the revenue estimates, the assumptions 
regarding competition are also specifically identified. 

On page 20 the AEG critique concedes that even within the shift they assume is 
not from other casinos, that part may be from other forms of gambling. 

Again, no comment is made at the end of the section regarding the possibility of 
the Emmett Township casino opening but not the Allegan. 
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Page 21 

At the start of page 21, line one, AEG refers to “NIGRA.” This is suggestive of 
the inexperience brought to the study. This incorrect acronym is also used in the 
Executive Summary. 

The AEG critique on this page again speaks of supposed theoretical errors; their 
view of what is proper and improper. They do not explain how in their first study 
ever they became the source of accuracy for casino analysis. In any event, it is 
difficult, if not impossible, for the Band to respond to the broad and unspecified 
criticisms on this page, although some points can be offered. 

AEG claims that an error exists because “the Tribe’s submission included all 
economic activity, including activity merely shifted from one activity in Michigan to 
another." First, this is simply an incorrect statement. The Michigan Consultants 
discusses the shifting issue, and does not include shifting within Allegan. We are 
not aware of instances where the State of Michigan has demanded an input- 
output study for a multitude of separate counties for any single, site-specific 
project. It is not clear what such a study would provide, plus its accuracy would 
immediately be challenged. AEG itself does not offer a statewide analysis, and 
does not enumerate the base model for the present system their figures rely on. 

It is not uncommon for regions within a state to compete. Indeed, when the 
Grand Rapids Chamber assisted the City of Grand Rapids in obtaining $60 
million in funding for a new convention center, there was not a study of impacts 
on other existing and proposed convention centers in the state. In the same 
vein, the massive tourism promotion effort now being undertaken by the West 
Michigan Alliance does not concern itself with any spending any shifting that may 
occur from other Michigan destinations. 

On the same page AEG claims Ihe multiplier used is not one appropriate for the 
gaming industry". They mention that the Bureau of Economic Analysis has made 
statements regarding the use of multipliers, but to our knowledge the BEA has 
not published a specific figure for casinos— AEG does not cite one. As discussed 
in a following section, Michigan Consultants only uses the multiplier to explain 
induced employment from the direct and indirect Jobs. The estimates for the 
direct and indirect jobs are prudent. 
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As noted before in this response, if the multiplier used by Michigan Consultants is 
too high, then the result would be lower total economic activity (i.e. spin-off jobs 
and thus housing). This would serve to reduce overall environmental impact. It 
is not clear why AEG belabors the point. 

Pages 22 through 29 

AEG offers a general discussion on the use multipliers, which seems to have 
questionable relevance. Pages are devoted to examples of guests at dinner and 
the like, to what avail is uncertain. AEG claims that various items should be 
eliminated before multipliers are used, but fail to show studies that use such 
methodologies, or explain how multipliers published by the federal government 
do not already take into account such aspects. 

Michigan Consultants uses a multiplier of '^.O" for the Allegan Area; and it is 
used only for employment (not all economic activity). The figure for Allegan Itself 
is 1 ,6. This hardly seems exaggerated, or inconsistent with other studies. A few 
examples are identified below, plus notes on the sequencing in the use of 
multiplier. We do not suggest that any one figure is the sole one appropriate. A 
higher or lower figure might be used for Allegan, 2.0 is simply viewed as 
reasonable for employment. 

A key consideration is that the multiplier is used only on the employment total. 
The only employment items are on-site gaming and non-gaming, off-site from 
customer expenditures, and the contracts the casino signs with firms in the 
region. The AEG assertions that Michigan Consultants is including revenues in 
the use of multiplier that are inappropriate are simply unfounded. The multiplier 
is not applied to gross revenues, only employment. The calculation also removes 
non-gaming expenditures by area residents because these dollars are not 
considered as new to the area. In actuality, both gaming and non-gaming 
expenditures by area residents actually likely are being retained in the area, 
rather than being lost to casino communities in other regions and states. 

Another key consideration is that the sequencing of factors is important In 
understanding multipliers, and the Michigan Consultants approach uses a 
prudent approach. The base employment figures use conservative “revenues 
per employee" factors. This is important to the use of multipliers because the 
“high" $/employee factors mean a lower base employment total is being 
multiplied by the chosen multiplier. 
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For example, the “Moncton” study quoted by AEG suggests that for every $51 .6 
thousand in non-gaming spending creates one full year job. For Allegan, 
Michigan Consultants uses a factor of $90,000 needed for each off-site job. The 
result is that a higher base employment figure (from use of lower $ of revenue/job 
factors), times a lower multiplier may provide larger totals than the approach 
used by Michigan Consultants. 

As for the multiplier itself, a few examples. 

♦ In a feasibility for a "Destination Gaming Resort Complex, Shullsburg, 
Wisconsin, Professor William Thompson of the University of Nevada, 
chose to use on page 12 , “applying a very conservative multiplier of 2," to 
measure impact. 

♦ A study in Wisconsin by Keith McGee, University of Wisconsin-Marathon 
on page 17 used differing multiplies for differing categories of local casino 
expenditures (a low of 1 .46 for utilities, a high of 2.4 for insurance: a factor 
of 1 .91 was used for wages and salaries). Factor for “non-local casino 
patrons in the community" ranges from 1.93 for lodging to 2.31 for food 
and beverage. The net multiplier for all casino and non-local visitors’ 
expenditures was 1.96. 

♦ In a study of the impacts of the Oneida Nation on New York, Zogby 
International writes “The average multiplier effect for all economic 
activities nationwide is about 2“ 

♦ In the Grand Rapids area, the “Right Place Program Report-Fall, 2002” 
published by an economic development agency reads “Manufacturing jobs 
have a high “multiplier effect." Each Michigan manufacturing Job supports 
3 to 4 Jobs in other sectors. The automotive industry multiplier is even 
higher: 7.6 Jobs.” It would not be expected that a casino position would 
have the same impact as one in manufacturing, but the Right Place 
figures does provide an interesting benchmark. 

To reiterate, while differing minds could chose a higher or lower multiplier rate, 
the Michigan Consultants choice of 2.0 (actually 1.6 in Allegan itself), is 
conceptually sound. 
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AEG again does not appear to appreciate the importance of the intra-state visitor 
to the tourism industry, and to the economy of an area. Their discussion 
"Improper Industry Multiplier" (page 26) does not discuss the importance to the 
region of attracting visitors, or the importance of the retention of dollars now 
leaving the region to casino destinations elsewhere in Michigan and North 
America. We are also not aware of governmental documents or sponsored 
studies that identify a discrete multiplier to use specifically for the casino industry. 

Notes on AEG Executive Summary (pages one through five) 

The items in the Executive Summary were addressed in the page by page 
analysis, as well as the “KEY POINTS" section of this submittal on a previous 
page. Even though redundant, a few items are briefly revisited for thoroughness. 

AEG Claims not to take a stance “for or against the development of the Wayland 
Casino"; this seems disingenuous. Their critique is part of the entirely negative 
series of document submitted by the Grand Rapids Chamber, 

They claim that there is a lack of justification in the base report, yet fall to identify 
specific items that are incorrect, fail to fully note the many data points in the base 
study. They also fail to discuss the size of the overall market existing market, 
particularly present visits by the Grand Rapids area population to casinos, and 
future visits if the Emmett Township casino opens. 

AEG mentions their consideration of travel time, yet the 2002 Michigan 
Consultants base report does provide a detailed methodology, representative of 
the existing and future markets, competition, and travel distances, identified 
above in this response are problems that can occur if travel times alone are 
relied upon. 

AEG claims the frequency of gambler visits are not taken into account in the 
2002 study, but Indeed such visits are in the tables and narrative provided by 
Michigan Consultants in the base report. AEG claims that there is “under 
representation of existing and potential competition" yet AEG ignores the impact 
scenario (which is vital) of the possibility of Emmett Township casino and New 
Buffalo Township casino opening and Wayland not opening. AEG mentions 
“cannibalization" concerns, but does not provide a model of the present situation. 
It is relevant to note the operators of the casinos did not submit documents 
formally challenging the economic basis of the EA. 
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JULY 2003 SUPPLEMENT TO ECONOMIC AND COMMUNITY IMPACT ANALYSIS 
GUN LAKE BAND CASINO 

(To be read In concert with environmental calculations supplement) 


AEG mentions the choice of multipliers, but this supplement shows above that a 
reasonable figure, consistent with studies performed elsewhere, was used. 

AEG uses "NIGRA” rather than “IGRA" in the Executive Summary. 

Page 5 of the Executive Summary provides the same Table that appeared on 
page 19 of their report. The comments for that page and Table were offered 
above in this response document. Essentially, the AEG claims are unfounded, 
and not based on any clear model of present gaming expenditures and visits in 
Michigan. The Table also does not consider other scenarios that may likely occur 
if Wayland does not open but other casinos do. 
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Executive Summary 

The Anderson Economic Group (AEG) has put forward a forecast on be- 
half of the Grand Rapids Chamber of Commerce that purports to show that a 
Gun Lake Pottawatomi casino in Wayland would shrink the Michigan econ- 
omy and destroy jobs. Subsequently, the Senate withdrew its support for the 
negotiation of a tribal-state gaming compact to be signed under the auspices 
of the Indian Gaming Regulatory Act of 1988 (IGRA). 

This document analyzes the AEG methods and prediction, and it con- 
cludes that AEG’s report is too badly flawed to be the basis for policy action. 
In summary; 

- AEG's prediction of economic shrinkage resulting from casino introduc- 
tions does not conform to common sense. If it were true that casinos 
shrink economies, AEG could have cited ample in-state and out-of-state 
experience to make its case rather than resort to a complicated and vulner- 
able forecasting method (see Section II, below). 

- AEG’s forecast contradicts neutral, comprehensive, and systematic research 
on the economic effects of casino introductions conducted under the di- 
rection of the National Gambling Impact Study Commission. That re- 
search shows casinos to be associated with economic vitality not the reces- 
sionary effects, which AEG forecasts (Section III). 

- AEG’s forecast is an amalgamation of sources, assumptions, data, and rela- 
tionships. As such, it is extremely vulnerable to the well-known garbage- 
in-garbage-out weakness of computer models. Despite this inherent limi- 
tation, the AEG report contains no effective corroboration to demonstrate 
that it has avoided the pitfalls of its approach (Section IV). 

- The core of the AEG forecast is the modeling of competitive “harms” be- 
tween a Wayland casino and other establishments across Michigan, as if 
those harms matter for public policy. Not only does public policy encour- 
age such competition, AEG’s modeling of it diverges widely from micro- 
economic experience and research and thereby gives rise to the wide devia- 
tion of its forecast from systematic research (Section V). 

More broadly, the effect of AEG’s work is hardly benign. Long-standing 
opponents of Gun Lake commissioned and now use AEG’s forecast to obstruct 
the workings of IGRA’s framework for negotiating how Indian gaming pro- 
ceeds. And yet cannot be overstated: The AEG report is not robust enough to 
justify any public policy on gaming, let alone overturn policies that rightly 
promote competition and support Indian self-government. 
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I. Introduction 

The Anderson Economic Group has constructed a forecast of the 

effects of a Gun Lake Pottawatomi casino In Wayland that is too 

unreliable for making policy. 

The Anderson Fxonomic Group (AEG) has produced a forecast of the 
economic effects on the State of Michigan of a casino proposed by the Match- 
E-Be-Nash-She-Wish Tribe (a.k.a. Gun Lake Band of Pottawatomi Indians) in 
Wayland, MI (Anderson, et ah, 2003). Despite AEG’s claim to “refrain from 
taking a side for or against casino development or gaming”(p. 1), AEG’s analy- 
sis on behalf of the Grand Rapids Chamber of Commerce finds that a Wayland 
casino would shrink the Michigan economy and destroy jobs (pp. 4-6).' 

To arrive at this purported effect AEG constructed forecasts of casino 
revenues under different competitive scenarios and then built a model in a 
“mathematical and simulation software environment” to assess how the fore- 
casts would ripple through the Michigan economy (pp. 2, 22, Appendix C), 
The forecasts and the mathematical model are built of a varied collection of 
assumptions, data sources, and mathematical relationships, yet the report de- 
scribes none of the necessary effort to connect the calculations to real-world 
experience, to existing research on casino introductions, or to relevant policy 
questions. 

The result is a prediction that a Wayland casino operated by the Band 
would bring economic growth to Allegan County and “Southeast Michigan,” 
but it would shrink the economy of Grand Rapids (Kent County) and every 
other region in Michigan, too— from “Northern” and “Middle Michigan” to 
Ottawa County (p. 4). AEG asserts that from Traverse City to Ann Arbor, con- 
sumers would withdraw their spending from movie theaters, boat marinas, 
other casinos, and the like so that they could play the slots in Wayland. 
What's worse, according to the AEG report, the total losses in the rest of 
Michigan exceed the gains in Allegan County and southeast Michigan (p. 4). 

The authors repeatedly assert their bona fldes to be “rigorous”(pp. 1, 2, 
7, 8), “sophisticated” (pp. 2, 22), and “anal 3 d:ically thorough” (pp. 1, 8, 17), 
yet AEG's predictions are not reproducible in any meaningful sense of the 
word that would relate to science or policy. “Believe our 500-equation, 500- 
assumption model,” the report would seem to say, “because we really are bet- 
ter at doing this than any one else.” Never mind that the essentials of AEG’s 
forecast and model could be used to show that virtually any consumer- 


* Numbers and document section references in parenthesis without reference to author, here 
and henceforward refer to (Anderson, etal, 2003). 
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oriented business whose profits go out of state would shrink the Michigan 
economy. Take, for example, the very profitable and privately held In-N-Out 
Burger, which has locations in California and other western states. Michigan 
citizens can only consume so many lunches; so “letting" In-N-Out Burger into 
Michigan will cannibalize the sales of Michigan suppliers of meals. AEG’s im- 
plicit inference is that the Michigan legislature should bar the gates to insidi- 
ous firms who would employ Michigan residents while providing customers 
with goods and services that they prefer to what they are currently consum- 
ing. If not, such firms will take their ill-gotten gains with them to foreign 
lands at the expense of Michigan businessmen and women who are deserving 
of protection from competition. By this logic, AEG would also apparently ad- 
vise the Governor against recruiting Toyota to build a plant in Michigan be- 
cause to do so would send profits out of state at the expense of the Michigan 
economy. 

The Michigan Senate has taken the bait. In contravention of principles 
of sound policymaking with regard to economic competition and Indian self- 
determination, the Senate is now picking winners and losers in the economy 
of southwestern Michigan. It has withdrawn its prior support for a Gun Lake 
gaming compact under the guise of advancing the aims of the recently passed 
Proposal 1 (which would freeze gaming development) despite that initiative's 
explicit exemption for Indian tribes. The Senate reversal is not only an affront 
to the reading skills of the Michigan voter, but it undermines the self- 
governance rights of Indians. 

The Supreme Court of the United States, the US Congress, the Michigan 
government, and the Michigan voters have concluded that Indian tribes by 
reason and right ought to have casino compacts executed under the balancing 
frameworks of the Indian Gaming Regulatory Act of 1988 (IGRA). AEG has 
not provided evidence that any past compact or casino introduction has 
shrunk the Michigan economy, and their forecast that Gun Lake will do so 
goes against common sense and systematic research. The forecast is not credi- 
ble in its construction. It is wrong in its conclusions. More importantly, it is 
misguided in its implied application. The AEG report provides insufficient ba- 
sis to justify the "not-in-my-backyard" (NIMBY) position of the Grand Rapids 
Chamber. Because AEG’s forecast is unsupported by real-world corroboration 
and verification— -indeed it contradicts such evidence— the report does not 
warrant withdrawal of Senate support for a compact either. 
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II. AEG’s Forecast Goes Against Common Sense 

IfAEG's forecast that the Michigan economy will shrink with ca- 
sino introductions is generally true, why have scores of states re- 
peatedly introduced and expanded casino gambling? 

Before even delving into the forecasting assumptions and models, the 
lay reader can readily see the need to approach AEG’s work with a skeptical 
eye. If the AEG predictions were generally true, the other Indian casinos in the 
state clearly must have had a recessionary effect on the Michigan economy. 
Chambers of Commerce from Cheboygan to Jackson must have raised a hue 
and cry about jobs departing for the Indian casinos and related attractions 
across the state in Traverse City, Mount Pleasant, and Sault Ste. Marie. Surely 
there must have been after-the-fact empirical studies showing Michigan’s 
economy shrinking with casino introductions. Is there a reason the “analyti- 
cally thorough” AEG did not cite them? 

Likewise by AEG’s forecasts, numerous states as diverse as Iowa, Indi- 
ana, Illinois, and Mississippi must have damaged their economies with casi- 
nos. But they approved (and in many cases expanded) casino options at no 
risk of being hoodwinked by Indians (because they lack in-state tribes). How 
could that be? What about the voters of Arizona who passed an initiative 
loosening the restrictions on the size and scope of Indian gaming a/?e/ almost 
a decade of first-hand experience with its allegedly recessionary effects? How 
did they get duped? Clearly by now somebody like the National Council of 
State Legislatures must have a white paper on how not to shrink your state 
economy with casinos, but again, why did the “analytically thorough” AEG 
not cite them? Would the Nobel Laureates in Economics not also be decrying 
the shrinking US economy as the share of personal income spent on gambling 
has more than doubled and legal gambling revenues have increased 1600% 
between national commission reviews in 1975 and 1999? (Gerstein, et. al, p. 
3) 


In short: No. 

The AEG report has the courage of its assumptions and stands as one of 
the most audacious kinds of economic forecasts— a forecast that does not look 
askance at history, at its own ability to “forecast” past events, at corroborating 
Impact studies, or at after-the-fact data on its subject. Since Michigan’s Indian 
casinos have not brought contraction to the Michigan economy over the last 
decade, even the lay reader can see that AEG ought to offer some corrobora- 
tion from the real world to substantiate its unconventional claims. They do 
not do so, and consequently their forecast should be treated with deep skepti- 
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cism. Indeed because AEG did not cite ample evidence from Michigan and out 
of state and chose instead to apply a complicated, vulnerable, and untested 
forecasting method, no reasonable person should make policy based on AEG’s 
predictions. 

III. AEG’s Forecast Diverges from Systematic Research 

Research chartered by an independent national commission 
shows that casino introductions are associated with economic vi- 
tality, con tradicting AEG's forecast of recessionary effects. 

The National Gambling Impact Study Commission— a congressionally 
chartered body comprising a rough balance of gambling industry representa- 
tives and gambling critics — solicited a meta-analysis of casino impact studies 
by Adam Rose and Associates. That review of more than 100 impact studies 
concluded: 

Economic theory and the preponderance of evidence indicate 
that the aggregate direct and indirect impacts of the construc- 
tion, operation, and taxation of casinos are significantly positive. 
Broader economic costs relating to such factors as the use of gov- 
ernment services and changes in property values are not insig- 
nificant, but they do not come close to canceling out the more 
conventional output, income, and employment gains (Rose, 

1998, p, i). 

That same Commission also contracted with the University of Chi- 
cago’s National Opinion Research Center (NORC) to examine US communi- 
ties over 16 years to measure changes in socioeconomic conditions associated 
with casino introductions. NORC’s random-sample review of 32 indicators of 
socioeconomic health— covering 16 years in 100 communities, half of which 
witnessed a casino introduction— showed substantial socioeconomic gains 
and no discernible adverse effects. Relative to the control group, which ex- 
perienced no casino introductions, communities within 50 miles of a casino 
introduction experienced: 

- A 12% decline in unemployment (roughly a one-point decline); 

- A 13% decline in income from welfare programs; 

- A 1 7% decline in income from unemployment insurance; 

- A 3% decline in income from other transfer payment programs; 
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- No discernible change in total per capita income, notwithstand- 
ing the declines in income derived from welfare programs; and 

- No discernible change in seven indicators of crime, three indica- 
tors of bankruptcy, and one indicator of infant mortality. (Gers- 
tein, etal, pp. 70-71). 

This ex review of a random national sample of government statis- 
tics by a neutral academic party indicates that casino introductions are associ- 
ated with regional economic vitality. NORC arrived at these findings neither 
by failing to address gross vs. net effects (as AEG repeatedly complains of eco- 
nomic studies, pp. 1, 8, 17) nor because NORC layered assumption upon as- 
sumption in a constructive forecast as AEG did— see below). When NORC 
found that unemployment declines and families depend upon welfare less 
when casinos are introduced, it uses standard-issue social science statistical 
techniques that are used to assess everything from cigarette smoking risk to 
the income benefits of college education. 

A further investigation of NORC’s dataset (not associated with the 
Commission’s review) found that when the introduced casino was an Indian 
casino, the positive effects on the non-Indian community were even more 
pronounced (Taylor, etal, n.d.). In particular, that research found that non- 
Indian communities proximate to Indian casinos experienced: 

- A narrowing of the income gap— total incomes rose; 

- A reduction in welfare dependence at an even more pronounced 
rate; 

- No discernible increases in social ills (e.g., bankruptcy); and 

- Decreases in some crimes (Taylor, etal. n.d, 21-26). 

The effect is particularly visually apparent in the data on welfare. Figure 1 
shows that relative dependence upon welfare started higher and finished 
lower in non-Indian communities that were close to Indian casino introduc- 
tions. 
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Figure 1 

Casino Introductions and Welfare Dependence in Non-Indian Communities 


Communities witnessing the introduction of: 
o A non-tndian casino 
o No casino 

* ^ Indian casino (outside iaige metropolitan markets) 


The average casino 
introduction year is 1 991 
for communities 
witnessing both kinds of 
introductions {Indian and 
non-Indian). 


79 80 81 82 88 84 85 86 87 

Taylor, etui , (n.d.), Fig. 1. 
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Yet despite its repeated claims to be “analytically thorough,” AEG’s re- 
port does not examine or evaluate any of the above research, let alone recon- 
cile its forecast with the demonstrated positive economic experience of scores 
of communities that witnessed casino introductions within fifty miles. (Way- 
land is twenty-five miles from Grand Rapids, making NORC’s research directly 
relevant to AEG’s forecasting project.) Because the Commission’s systematic 
and neutral research of after-the-fact consequences directly contradicts AEG’s 
forecast, public policy should not be founded on AEG’s predictions. 

IV. AEG’s Construction of the Forecast Generates Error 

AEG’s forecast connects a host of data sources, methods, and as- 
sumptions whose combined reliability is never tested to deter- 
mine how far it might be from reality. 

Forecasting involves a certain degree of imprecision, of course, but the 
way AEG has constructed its forecast is particularly prone to error. Applying 
AEG’s method to a more familiar industry will make clear why. Suppose again 
that a formidable competitor like California’s In-N-Out Burger enters the 
Michigan food market. Further suppose that the laws of Michigan constrain 
how many fast-food franchises there are such that In-N-Out Burger makes 
profits that are quite above what most businesses make selling soups, sand- 
wiches, and groceries. And finally suppose that out-of-state investors own In- 
N-Out Burger. 
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The AEG recipe for simulating the impact of In-N-Out Burger on the 

State of Michigan would run something like this: 

1. Assume every dollar In-N-Out Burger makes is a dollar lost to someone 
else— particularly from another burger restaurant but also from another 
industry altogether (i.e., "redirected expenditures” or “revenue from 
expenditure shifted from other industries”, p. 3). Do this without ana- 
lyzing whether consumers might be better off with more options, more 
geographically dispersed. 

2. Assemble GIS and local demographic data, and add to that, KPMG data 
on how frequently people attend fast food restaurants (but do so with- 
out verifiable citation that would aid in testing reproducibility per fn. 

8). 

3. Apply data from a neighboring state study regarding how far people are 
willing to travel to restaurants (fn. 2). 

4. Assume (wholly without foundation) how geographic competition be- 
tween burger restaurants works (per the discussion of Table 2 on p. 14). 

5. Insert these data and assumptions into a “mathematical and simulation 
software environment” where they will generate economic relation- 
ships between firms and consumers over a geographic region in rela- 
tionships that appear to bear little connection to how other economists 
think about the problem (see the discussion at Figure 4 below). 

6. Take the resulting forecast of revenue losses to all burger restaurants 
and subtract them from the prediction of In-N-Out Burger’s revenue, 
and assume from there that the remaining revenue to In-N-Out came 
from other industries. 

7. Insert the burger restaurant losses and the other industry losses into a 
“mathematical and simulation software environment” to yield multi- 
plier effects across every industry in the state. 

8. Weigh the job and revenue losses and their associated multiplier effects 
against the gains. 

9. When it shows a net loss conclude: 

To support one job, it requires more expenditure at [an In-N-Out 

Burger] than at the average non-[In-N-Out Burger] establishment. 

This is because a large portion of the [In-N-Out Burger] expenditure 
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Is directed (1) out of state, and (2) to uses that have a lesser spin-off 
effect on the economy (p. 6). 

The risk that a forecast with so many moving parts wanders away from 
reasonable estimates is considerable. If a link or two in the chain of estimation 
is sufficiently deformed, the error will propagate through the calculations, 
rendering the whole approach unfit for any policy use. The fact that AEG con- 
structed this model with so many unverified relationships, un-cited sources, 
assumed behaviors, and mixed-and-matched data means that the report bears 
an extremely high burden to corroborate its intermediate and final predictions 
with reality. 

The adage "Garbage in, garbage out” is a warning about “mathematical 
and simulation software environments” like AEG’s. The weakness of such 
constructive models of economies explains the core failings of planned 
economies— economies where governments would ascertain, among other 
things, which competitors should be in which markets. To be realistic, fore- 
casts like AEG’s must be verified against historical experience, out-of-state ex- 
perience, empirical literature, and other forecasting approaches. AEG does not 
provide even the most minimally adequate verification of its techniques. On 
that basis alone, its conclusions cannot be trusted and certainly should not be 
the basis for policy. 

V. The Components of the AEG Forecast are Unreliable 

Certain critical individual elements of the AEG forecast are fa- 
tally wrong and explain in significant part how AEG’s conclu- 
sions diverge from common sense and systematic research. 

Not only is the architecture of the AEG forecast flimsy, but also many of 
its critical building blocks are fatally unreliable. The cornerstone of the AEG 
forecast is the modeling of competition between the Wayland facility and 
other spending opportunities in Michigan (including casinos). If this compo- 
nent of the forecast is incorrect (it is), the whole structure crumbles (hence the 
deviation from common sense and systematic research). 

Recall that AEG forecasts economic shrinkage everywhere in Michigan 
except Allegan County and “Southeast Michigan" (p. 4). These losses arise, 
according to AEG, from competition between the proposed Gun Lake casino 
in Wayland and the spending opportunities available in those regions— both 
gambling and non-gambling spending. However, competition at the dis- 
tances used by AEG is unlikely to be damaging to the Michigan economy. 
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First of all and most important, such competition (whether at a distance 
or not) is not properly grounds for policy intervention blocking Gun Lake. 
Self-professed neutrality aside (p. 1), AEG’s explicit aim is to forecast inter- and 
intra-industry competitive “harms,” as if such harms ought to matter. Perhaps 
they matter to AEG’s client, but AEG has not shown why they should reasona- 
bly matter for policy. Our governments generally do not (and should not) of- 
fer protection to, for example, IBM’s market share from Dell’s encroachment 
simply because the economy of Armonk, NY (home of IBM’s headquarters) 
would shrink without it. Longstanding US and state policies, ranging from 
antitrust to procurement, recognize the benefits of competition and encour- 
age it. AEG’s explicit framework invites policymakers to jump into markets 
because one party is competing with another. It cannot be stressed enough: 
lawmakers should not take this bait. 

Second, even if AEG had demonstrated that such competitive “harms” 
somehow mattered for public policy, it is not a foregone conclusion that ca- 
sino-on-casino competition has a negative effect on competitor revenues, as 
AEG would assume (per Item 1 in the recipe above). Some of the largest casi- 
nos in the world have opened in southeast Connecticut and in Detroit, and 
because they did not open simultaneously, their experience sheds light on the 
casino-on-casino competition that AEG forecasts. Monthly revenues show 
that even monumental relative capacity additions at very close range do not 
necessarily appreciably nor permanently alter the total revenues of incumbent 
casinos. 

Figure 2 shows twelve years of data from eastern Connecticut where 
some of the largest and most abrupt capacity additions in the industry have 
been made (dotted lines and right-hand scale). Foxwoods began operating in 
the early 1990s, first as a bingo operation, then as a compacted casino with no 
regional casino competition. Less than 14 miles away in October 1996, Mo- 
hegan Sun opened and thereby increased the slot machine capacity of the re- 
gion by nearly 60%. Five years later in October 2001 Mohegan Sun opened a 
major expansion and added another 20% to the existing capacity in that 
month alone, bringing the total combined Foxwoods and Mohegan Sun ca- 
pacity increase from March to October of that year to 40%. In neither event 
does Figure 2 show a significant and permanent decline in Foxwoods revenues 
(solid lines and left-hand scale). 
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Figure 2 

Monthly Slot Machine Capacity and Net Revenue 
Connecticut, 1993-2004 



State of Connecticut, Division of Spedat Revenue, 2005a, 2005b. 


The same basic behavior of revenue data is evident in Detroit. Figure 3 
shows the evolution of Detroit casino revenues over a half decade. Recall that 
Vhen they entered, the Detroit casinos were immediately competing in a re- 
gion that had been served by the nearby Windsor facility for some time, so 
presumably, their revenues would have been under more competitive pressure 
from the beginning than in eastern Connecticut. Notwithstanding their mu- 
tual close proximity of about one-and-a-half miles, precipitous and perma- 
nent declines in revenues are not apparent upon entry of competitors here ei- 
ther. Compare the Connecticut and Detroit evidence to AEG’s forecast that 
assumes revenue encroachments of between 5% and 36.5% (depending upon 
distances— more below) for casinos that are no closer than a hundred miles 
from Wayland, most of which are considerably further. 
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Detroit Casinos' Monthly Net Revenue 
|uly, 1999 - December, 2004 
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Michigan Gaming Control Board (2004). 


Thus, the readers of the AEG report might reasonably ask: How is it that 
AEG forecasts revenue losses at casinos two, three, or even more hours’ driving 
time away from Wayland, when at much closer ranges, real-world observation 
of casino introductions and revenues shows little or no such encroachment. 
More to the point, if casinos offering virtually identical goods and services at 
close proximity are capable of maintaining revenues when new entrants ar- 
rive, then should not distant boat marinas, movie theaters, and hunting 
lodges offering quite distinct leisure services also be able to withstand the sup- 
posed statewide onslaught of competition from Wayland? If so, then the 
negative effects in the AEG report for “Northern Michigan” and “Middle 
Michigan” (p. 4) drop toward zero, and AEG’s forecast quickly flips to the posi- 
tive for Michigan. And again, no policy should be made to block the Wayland 
casino on the basis of the AEG forecast. 

Third, the way AEG gets to its unusual predictions is by making assump- 
tions that are, by all appearances, wholly ungrounded. AEG’s Table 2 forecasts 
the behavior of consumers at various distances and under varying levels of ca- 
sino-on-casino competition. For example, when a group of people is in Ca- 
sino A’s “secondary” trade area and in Casino B’s “tertiary” trade area, then 
63.5% of the customer base in that location is assumed to go to Casino A and 
36.5% assumed go to Casino B. (Note the precision of the assumption.) Table 
2 is at the foundation of the rest of AEG’s forecast, yet Table 2 is apparently a 
whole-cloth creation of the Anderson Economic Group. Its predictions of 
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corporate and human behavior have no apparent basis in empirical research, 
prior literature, visits to casinos, polls — nothing. 

Not surprisingly, the prediction deviates significantly from observed 
behavior. The shaded step function in Figure 4 shows how the assumptions of 
AEG’s Table 2 predict attendance over distance (in conjunction with AEG’s 
primary, secondary, and tertiary market definitions and with KPMG’s un-cited 
participation rate). Economists who have real-world data regarding the actual 
participation (and expenditures) of consumers at casinos do not use step func- 
tions like AEG’s to describe consumer and company behavior over geography. 
Instead, they derive what are generally known as “gravity” models from actual 
data on customer behavior (see e.g., Cummings, 2003). The black region in 
Figure 4 schematically displays the pattern of behavior observed directly in ca- 
sino player club data and other actual visitation data.^ This empirically ob- 
served relationship is dramatically different from AEG’s: the observed visita- 
tion falls off very quickly with distance. And since customers attend a casino 
with exponentially declining frequency the further away they are, competi- 
tion between facilities at a distance must decline rapidly too. 

In fact, AEG’s failure to test (let alone implement) a much more empiri- 
cally justifiable model of consumer behavior explains much of how AEG can 
arrive at the rather surprising and unusual finding that regions far from Way- 
land (e.g., “Northern Michigan,” “Middle Michigan”) will be competitively 
vulnerable to Wayland. AEG assumed what they wanted to prove: the step 
function assumes that competition will be significant at long distances. More 
to the point, AEG’s failure at the micro level to accurately reflect experience 
(e.g.. Figure 2 and Figure 3) and research (e.g., Cummings) explain the macro 
deviations of AEG’s forecast from the systematic research on casino economic 
consequences (i.e.. Rose and Gerstein, etal.). Recall also that this very compe- 
tition Is the objective of good economic policy in the first place, and AEG has 
not demonstrated how a Wayland facility would be a threat to it. 


^ Note that the schematic gravity model function in black in Figure 4 is nof empirically de- 
rived from data in Michigan or anywhere else, as far as its height and its left-right position are 
concerned. Only In its curvature is empirically derived. 


Economic Critique of the Anderson Report 


14 



362 


Figure 4 

Anderson Economic Group: Annual Visits by Travel Time Assumption 
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Note: Gravity mode! represented schematically. 
Anderson, etaL, p. 9, 


The report also fails on a number of occasions to adequately describe 
significant and relevant economic attributes of the facility it models. For ex- 
ample, the likelihood that Gun Lake’s casino payments to out-of-state inves- 
tors tvill continue on forever (or even for all of AEG’s decade of analysis) is 
near zero. Indian tribes all across America let their management contracts ex- 
pire (the terms are capped by IGRA at seven years), and they even buy them 
out ahead of expiration. By whatever means they reach the point of full con- 
trol, the tribes continue at that point investing in regional economic diversifi- 
cation, government services, socioeconomic investment, and a host of other 
on-reservation and in-state activities — probably with even more vigor. In the 
same vein, there is also no risk that Gun Lake will move its headquarters and 
operations to Mexico or China. 

AEG also glosses over the revenues that the Wayland facility will pay to 
Michigan governments. Under the terms of Michigan-tribal compacts 2% of 
revenues flow to local governments to address impacts and 8% flow to the 
State general fund. Most of the tribes in Michigan no longer pay the 8% funds 
under an exclusivity clause that does not require them to pay after the open- 
ing of the Detroit casinos. The Gun Lake facility will grandfather the Detroit 
casinos, thus making the 8% transfer to Michigan a requirement from the be- 
ginning. AEG skirts discussion of what the ebb and likely new flow of Michi- 
gan tribes’ 8% funds means for the alleged shrinking of the Michigan econ- 
omy. Those dollars are cannot be taken out of state and probably matter to 
Michigan taxpayers. 
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VI. Conclusion 

Public policy should not be influenced by AEG’ s forecast. 

Simulation and forecasting are not everywhere unreliable or unhelpful, 
but AEG has demonstrated their essential weakness. Detached from on-the- 
ground data, from other research, from empirical tests of assumptions, and 
from a multitude of other possible verifications, simulations and forecasts eas- 
ily wander astray. Despite its self-described sophistication, rigor, and thor- 
oughness, the AEG report blithely ignores the risks of forecasting. Ample in- 
state experience of casino introductions exists, yet the AEG report does not 
search for it. More damaging still, the AEG report also fails to put itself to the 
premier test of such models; to forecast the past accurately. The introduction 
of Soaring Eagle, Kewadin, MGM, Greektown, or any other casino in Michigan 
(or elsewhere) offers the acid test of AEG’s approach. The forecast ignores 
them, and it is no wonder their results do not correspond with common sense 
or empirical research. 

At best, AEG’s failure to pull away from their “mathematical and simu- 
lation software environment” to explore even the most easily accessible data 
and research on casino competition and impacts belies AEG’s repeated self- 
description as “sophisticated” and “analytically thorough.” More likely, the 
fact that the AEG forecast goes so clearly against common sense, systematic 
research, and the Michigan experience, implies AEG has bought into the long- 
standing NIMBY intransigence of its client, the Grand Rapids Chamber of 
Commerce. 

The effect of AEG’s “neutral” work is hardly benign public policy re- 
sults. Long-standing opponents of Gun Lake commissioned and now use 
AEG’s work to obstruct the workings of IGRA’s framework for negotiating how 
not wAefAer Indian gaming proceeds. Gun Lake seeks to exercise its legal pre- 
rogatives as a federally recognized Indian government by opening a casino in 
Wayland. The Band has found an investor willing to stake its capital on the 
market opportunity in the Tribe’s region. Various environmental and other 
reviews have been undertaken to assess the effects of the facility. Likewise 
various discussions, meetings, and negotiations have taken place to ensure 
that traffic intensity, law enforcement needs, and other external Impacts are 
addressed. The research cited above from the National Gambling Impact 
Study Commission demonstrates that now that these public infrastructrrre is- 
sues are resolved, there is nothing for the region to fear. 

Per Congress, Indian gaming policy is predicated on the good faith ne- 
gotiation of compacts between tribes and states over a) regulation and b) scope 
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of games. Nothing in IGRA gives states veto power over whether gaming pro- 
ceeds on a reservation. If the Michigan Senate rescinded its support for a 
compact with Gun Lake on the basis of the AEG report, perhaps it has failed to 
examine the issue in good faith. Perhaps it did not walk through the layper- 
son’s skeptical examination of AEG’s results. Perhaps it did not retrieve the 
readily available and plainly contradictory independent and credible eco- 
nomic research. If so, the Senate has fallen victim to special-interest proclivi- 
ties in contravention of Indian self-determination and the explicit Indian ex- 
emption of Proposal 1. Moreover, it has done so on behalf of narrow Grand 
Rapids interests touting junk science. The AEG report is not robust enough to 
justify any public policy on gaming, let alone overturn policies that rightly 
promote competition and support Indian self-government. 
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Prepared Statement Michael B. Jandreau, Chairman, Lower Brule Sioux 

Tribe 

I respectfully submit the following statement to the Senate Committee on Indian 
Affairs with regard to the Oversight Hearing on Taking Land into Trust. I request 
that my statement be made a part of the written record. 

I am Michael Jandreau, chairman of the Lower Brule Sioux Tribe. I have been 
chairman for over 25 years. During my tenure I have overseen countless land trans- 
actions and dealings involving every kind of land possible from private non-Indian 
owned property within the boundaries of our reservation to land held in trust hy 
the Federal Government. Of all the types of transactions, taking land into trust is 
by far the most burdensome and cumbersome of all; indeed I believe that it is a 
flawed process. Let me illustrate with an example that has heen plaguing our tribe 
for 15 years. 

The reservations of South Dakota are among the poorest in the Nation. Lower 
Brule, which has an unemployment rate of 30 percent is actually considered to be 
one of the most prosperous in South Dakota. One of the main reasons for the severe 
poverty is the Pick-Sloan water development project, authorized by Congress in 
1944 through the Flood Control Act. As a result of this act, over 22,000 acres, ap- 
proximately 10 percent of the entire reservation and our hest bottom-land was flood- 
ed. In addition, it required resettlement of nearly 70 percent of the resident popu- 
lation. To date, we have still not received fair monetary compensation from the Fed- 
eral Government for the loss of this land. Even worse are the deep spiritual and 
cultural losses, which can never be repaid. Since the flooding we have struggled to 
spur economic development. However, several of our attempts have proved quite 
successful, including our tribal farm, which is among the most successful of its kind. 

In 1990 the Lower Brule Sioux Tribe acquired 91.7 acres of land in Oacoma, SD. 
The land is where the original Lower Brule Agency was located, is within the terri- 
torial boundaries of the original Lower Brule Sioux Reservation, and is within the 
territorial boundaries of the Great Sioux Reservation as defined hy the Ft. Laramie 
Treaty of 1868. There is a clear and undeniable aboriginal connection to the land. 
The land is also on Interstate 90, which is the main east-west highway through 
South Dakota. 

The tract of land is an ideal location for economic development projects utilizing 
our unique culture and can serve not only our tribe, but the entire Sioux Nation 
as well. The tribe is currently using the land as the Southern Gateway to the Native 
American Scenic Byway, a cultural tourism enhancement project. The Byway not 
only benefits the tribes of South Dakota, but many non-Indian communities as well, 
including Oacoma, Chamberlain, Ft. Pierre, and Pierre. 

The tribe applied for trust status on 1990 and we are still in limbo. Governor 
Janklow (R) supported our efforts to take the land into trust as he saw it as a bene- 
ficial to all of South Dakota (see attached letter). It is placing the land in trust, and 
maintaining full jurisdiction over that land that is most important to our tribe. 

In 1991 the Bureau of Indian Affairs issued a notice of intent to take the land 
into trust. An appeal was filed by the city of Oacoma, but dismissed. In July 1992 
the land was taken into trust for the Lower Brule Sioux Tribe. The city of Oacoma 
continued legal action, joining with the Attorney General of South Dakota (notwith- 
standing the Governor’s position) in filing suite against the Department of the Inte- 
rior, citing that the Man Reorganization Act was unconstitutional, and hence, the 
taking the land into trust for the tribe was unconstitutional. In 1995 the State and 
Oacoma won their case. It was vacated and remanded by the Supreme Court, and 
the Secretary of the Interior was directed to reconsider his decision to put the land 
into trust. On May 14, 1997 the Department published notice in the Federal Reg- 
ister that the land was no longer in trust. As a result of the decision, the rules for 
taking land into trust were altered. The new rules made it easier for city, county, 
and State governments to delay decisions by the Federal Government to take land 
into trust. 

In 2000 Lower Brule reapplied for the land to be taken back into trust and the 
process was repeated, with the State of South Dakota and the city of Oacoma filing 
suit yet again. Currently, we are awaiting another decision from the Eight Circuit. 
We intend to take whatever steps are necessary to see that this land once again 
becomes part of the Lower Brule Sioux Reservation. The process has dragged on for 
15 years, through multiple Administrations and Congresses. Something must be 
done. 

The entire land into trust process must be scrutinized and changes made accord- 
ingly. I would propose the following changes, which would serve to expedite the 
process and make relations between various parties more amicable. 
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• Procedural Timelines: Currently, there are no timelines for the Department to 
issue decisions concerning land into trust applications. Reasonable timelines 
should be set by Congress so that the process does not go on indefinitely. 

• Report to Congress: The Congress should require the Department to send to 
Congress an annual report on the status of all pending trust applications. Per- 
haps this attention would serve to expedite the process. 

• Arbitration: When a land into trust application is challenged the Department 
should be required to bring together all parties for arbitration consistent with 
treaty rights, principles of sovereignty and the unique Federal-tribal govern- 
ment-to-government relationship. 

I applaud the committee’s leadership and hard work in taking on this very impor- 
tant issue, and I hope that it becomes more of a priority. I am confident that with 
your leadership Mr. Chairman and Ranking Member Senator Dorgan that land into 
trust issues will be addressed in a thoughtful and meaningful manner and that will 
be fair to all parties involved. I stand ready to assist the committee in any way pos- 
sible. 

Thank you for the opportunity to share my thoughts with the committee. 


State of South Dakota, 

December 15, 1998. 

Hon. Bruce Babbitt, 

Secretary, Department of the Interior, 

Washington, DC. 

Dear Mr. Secretary: The Lower Brule Sioux Tribe currently owns 92 acres of 
land in Oacoma, SD. The tribe has asked you to take this land into trust. 

Based upon their new business plan and assurance that the tribe will not conduct 
gaming at this location, we are pleased to support the tribe’s application for trust 
status. 

Sincerely, 

William J. Janklow, Governor 


Prepared Statement of Santa Ynez Valley Concerned Citizens, Preservation 
OF Los Olivos, and Preservation of Santa Ynez 

Mr. Chairman and members of the committee, thank you for the opportunity to 
submit this testimony on the important subject of the legal requirements and proce- 
dures for decisions by the Bureau of Indian Affairs [BlA] on taking land into trust 
for Indian tribes. This is an issue that has generated considerable controversy 
throughout the Nation for many years, and it recently has become a significant 
issue in our local area. The problems with the trust land acquisition process are 
being brought home to the Santa Ynez Valley as a result of the actions of the Santa 
Ynez Band of Chumash Indians. As discussed in our testimony, the problems we 
are currently confronting in the Valley are the direct outgrowth of the lack of ade- 
quate legal controls over the procedures used to consider trust land acquisition re- 
quests and the criteria that govern BLA decisions. We are grateful for this Commit- 
tee’s timely consideration of the trust land acquisition issue, and we pledge our sup- 
port and cooperation to your efforts to bring reform to the tribal trust land process. 

The three organizations submitting this testimony, Santa Ynez Valley Concerned 
Citizens, Preservation of Los Olivos, and Preservation of Santa Ynez, have been es- 
tablished in recent years in response to concerns regarding the manner in which 
tribal activities could affect the environment and quality-of-life in the Santa Ynez 
Valley. In 2004, our organizations became focused on the way that the tribe was 
seeking to use the trust land acquisition process to develop land in Santa Ynez Val- 
ley in contravention of the local land use plans. Our organizations are comprised 
of residents, businesses and environmental interests united in the goal to protect 
the Santa Ynez Valley from unfettered tribal development. 

The tribe has already engaged in considerable development activity in Santa Ynez 
Valley. It currently possesses approximately 111 acres of designated reservation 
land on which is constructed a highly successful 190,000 square-foot casino. The ca- 
sino houses 2,000 slot and video machines, 40 table games, 14 poker rooms, a bingo 
room seating 1,000 patrons, four restaurants, and a gift shop. In 2002, the Chumash 
Indians financed a $150-million expansion of its casino and hotel, which was com- 
pleted 1 year ago and is open for operation. The tribe also operates an oversized. 
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expandable wastewater treatment plant capable of handling significant additional 
development. 

As the tribe itself has acknowledged, in the very short period of time the 
Chumash Casino has been open, it has become economically self-sufficient. In fact, 
each tribal member reportedly receives $360,000 annually from casino revenues. 
The tribe has been able to use casino revenues to support the Chumash tribal gov- 
ernment, an education program paying for a portion of members’ education beyond 
high school, a health clinic, and numerous other tribal purposes. 

Despite this high degree of success, the tribe continues to request to have more 
land placed in trust for development. In January of this year, BIA announced its 
intent to accept 6.9 acres of land in trust. This land is located outside of the reserva- 
tion boundaries, and it is supposed to be used for a commercial retail facility, park- 
ing lot, offices, and museum/cultural center. Our organizations decided to appeal the 
BIA decision because of numerous factors, including the other development plans 
which the tribe appears to be submitting to the BIA in a piecemeal manner. The 
BIA ignored the concerns expressed by our organizations and others regarding the 
tribe’s plans for development, including our request that the BIA facilitate the de- 
velopment of a cooperative agreement between the county and the Tribe to protect 
local interests. 

Within a few months of the BIA’s decision on the 6.9-acre parcel, the tribe filed 
another request to have an additional 5.8-acre parcel of land placed in trust imme- 
diately adjacent to the 6.9-acre parcel. The reason for this trust acquisition is not 
clear, since the tribe indicated on its application that it does not intend to change 
the use of the land in any way. A look at a map suggests that the tribe is attempt- 
ing to connect all of these and possibly other parcels to establish a contiguous 
stretch of trust land free from local control. It also may be trying to connect its cur- 
rent reservation to a large tract of property it seeks to develop with a local land- 
owner, Mr. Fess Parker. 

Over the last year, the tribe has engaged in negotiations with Mr. Parker to ac- 
quire an additional 745-acre parcel located about 1.5 miles from the 6.9-acre parcel 
and almost 2 miles from the tribe’s reservation. In those negotiations, the tribe 
planned to develop this large, and exceptionally beautiful, tract of land cooperatively 
with its current owner, Mr. Parker, has a luxury housing development, two golf 
courses, and other commercial development. Mr. Parker proposed the plan to the 
tribe because he had for years been unable to develop the land commercially himself 
due to existing and accepted county land use restrictions. By having the land placed 
in trust, Mr. Parker and the tribe can evade local land use restrictions, which cur- 
rently designate the land for rural uses only. In addition, there also may have been 
a plan under consideration to build a casino on this property. If that is the case, 
having the land connect to its reservation could possibly allow the tribe to evade 
other review requirements under the Indian Gaming Regulatory Act [IGRA]. The 
current status of their plans for the Parker parcel is unclear. 

Regardless of whether the tribe intends to develop another casino on Mr. Parker’s 
land, its efforts to acquire additional land in trust are undermining the land use 
plans in the Valley and will adversely impact the environment and quality of life 
in the region. We do not believe that Congress ever intended for the trust land proc- 
ess to become an evasion of community land use or environmental rules that would 
otherwise be applicable. In particular, we are concerned with the tribe’s apparent 
desire to add parcels together that it argues are “contiguous” to each other to gain 
the benefit of more permissive BIA trust acquisition standards for such properties. 
Rather than reveal its overall plans, the tribe appears to be following a pattern of 
simply adding one parcel to another, piece-by-piece, in a gradual effort to expand 
its trust lands without ever undergoing full disclosure or review. Further, the 
Chumash request to have land placed in trust for no apparent reason would estab- 
lish dangerous precedent to allow a successful tribe to take advantage of a process 
intended to help economically disadvantaged tribes attain self-sufficiency and effec- 
tive self-governance. 

The factual situation described above demonstrates the problems with the BIA’s 
approach to trust land acquisition. The procedures and standards for making deci- 
sions on trust land requests are weak and ineffective, and they do not provide an 
adequate role for public participation. The combined effect of these deficiencies is 
to make it possible for tribes to have land removed from State and local control and 
taxation to the detriment of local communities without adequate justification or 
public interest review. Each of the principal problems with the trust land process 
is discussed below. 

Need for Clear Standards. The current BIA trust land acquisition regulations are 
set forth in 25 C.F.R. Part 151. These standards predate the Indian gaming era that 
came into effect in 1988 with the enactment of the Indian Gaming Regulatory Act 
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[IGRA], With the establishment of Indian casinos and the generation of incredible 
wealth for some Indian tribes, the potential for abuse of the trust land process has 
grown significantly. When the regulations were first promulgated, it was generally 
the case that tribes would seek to have land taken into trust for the purpose envi- 
sioned under section 5 of the Indian Reorganization Act of 1934 [IRA], where the 
statutory authority comes from. These were circumstances where additional land 
was truly needed by a tribe to achieve governmental and economic self-sufficiency. 
The regulations appear to have been generally adequate for evaluating most trust 
land requests in that context. Indian gaming has changed all that, however, because 
not only do many tribes now have the financial wherewithal to buy virtually any 
land in any place for any purpose, there is strong incentive to add to the wealth 
generated by Indian casinos by taking more land into trust, escaping the require- 
ments of local land use planning which may prohibit casino-related development, 
and avoiding the need to pay any taxes or other government fees on the use of that 
land. This is a virtual bonanza for casino interests and developers. The problems 
presented by a procedure that allows sovereign tribal governments and their devel- 
oper partners to escape all state and local regulation become even more apparent 
when real world situations are considered, as demonstrated by the situation we now 
confront in the Santa Ynez Valley. 

The problem with the current regulations is that they are far too general and 
vague. There are seven criteria under the BIA regulations in 25 C.F.R. Part 151 for 
taking land into trust, and only three of these — purpose of trust land request, tribal 
need for putting land into the status, and impact on local governments — are of any 
real significance. Unfortunately, the regulations do not spell out in any way what 
these standards mean, and the I5IA has developed no useful guidance over the years 
on how to apply them. 

It has been over 70 years since Congress addressed the circumstances under 
which land should be taken into trust as a general proposition through the IRA. It 
is now time to revisit that question by providing specific standards as to the accept- 
able purposes for taking land into trust, the circumstances under which tribal need 
can be demonstrated, and how the concerns of local governments, and the rep- 
resented public, would be taken into account. 

In this regard, we believe it is particularly important to return to the basic pur- 
poses of land in trust. The purpose of the IRA was “to rehabilitate the Indian’s eco- 
nomic life and to give him a chance to develop the initiative destroyed by a century 
of oppression and paternalism.” H.R. Rep. No. 1804, 73d Cong. 2d Sess., 1 (1934). 
The act encouraged “tribes to revitalize their self-government through the adoption 
of constitutions and bylaws and through the creation of chartered corporations, with 
power to conduct the business and economic affairs of the tribe” so that “a tribe tak- 
ing advantage of the act might generate substantial revenues for the education and 
the social and economic welfare of its people.” Mescalero Apache Tribe v. Jones, 411 
U.S. 145, 151 (1973). 

These principles should continue to apply. In circumstances such as those we are 
confronting in the Santa Ynez Valley, wealthy tribes that have achieved an extraor- 
dinary level of success and economic self-sufficiency should not be able to apply to 
have land taken into trust for vague and generalized purposes such as self-deter- 
mination and consolidation of land holdings. At the very least, when such cir- 
cumstances exist. Federal law should prohibit land from going into trust unless the 
tribe involved has entered into an inter-governmental agreement with the affected 
local government that provides for consistency with local standards and ensures 
that compensation is provided to cover the impacts associated with the development 
that is likely to occur on such lands. Most importantly, such agreements must be 
required to include a waiver of sovereign immunity and an agreement on judicial 
enforcement. They also should be subjected to public review. Unless standards such 
as this are developed, there will be no limit on placing land into trust; tribes will 
always be able to meet the test, and local community interests will be lost. 

Limitation on Development to Proposed Uses. Another major problem with the 
trust land acquisition process is that it does not impose limitations on the use that 
can be made of such land once it is taken into trust. As a result, there is strong 
concern that tribes will identify one purpose, or claim only a very general intent for 
the use of such land, until the trust land decision is made. Then, once the land is 
in trust, the tribe will change its use to something entirely different that is objec- 
tionable to the local community, violates local standards, and should have been the 
subject of far more detailed Federal environmental review. 

The Federal Government takes the position that it cannot impose deed restric- 
tions on land titles held by the United States. While we do not necessarily agree 
with this concern, such a problem can be readily addressed by Congress in the con- 
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text of trust land acquisition. We believe it is critically important that tribes be held 
to their intended uses of the land that serve as the basis for BIA and public review. 

Improved Public Review. The current trust land process does not provide for ade- 
quate public review. As demonstrated by the strong public controversy over many 
trust land requests, the effect of such action by the BIA has a very strong impact 
on local communities. Yet, BIA regulations have no provision that provides for pub- 
lic comment, they only provide for local governments with jurisdiction over the sub- 
ject lands to submit information on teix loss and jurisdictional conflicts. The only 
way public comment occurs is through related legal requirements, such as the Na- 
tional Environmental Policy Act [NEPA]. When tribes develop proposals that are not 
addressed through a NEPA process involving public comment, such as an EIS, then 
there is no opportunity for such input at all. 

We currently are confronting such a situation in the Santa Ynez Valley, where 
the Chumash Band is seeking to have the 5.8-acre parcel taken into trust on the 
theory that there will be no change in land use. Obviously, a parcel of land in this 
location, in a prime commercial location, will not go undeveloped. Yet, by arguing 
for no change in use the tribe could make an effort to avoid NEPA review entailing 
public comment. The California Environmental Quality Act does not apply because 
there is no State action. Obviously, any Federal decisionmaking process is improved 
by public input, especially one that has such a significant impact on local commu- 
nities. The BIA trust acquisition process must be reformed to provide expressly for 
such public comment. 

BIA Trust Land Checklist. The practice of BIA to avoid public review is amply 
illustrated by the recently released “Trust Land Acquisition Checklist.” This check- 
list contains numerous provisions that are of concern to the public. It is focused pri- 
marily on trust land acquisitions in the gaming context, and includes things such 
as geographic limitations on the applicability of the critically important section 20 
of IGRA, which prohibits gaming on post- 1988 trust land except in narrow cir- 
cumstances. The checklist also covers issues such as procedural limitations on how 
consultation under section 20 would occur, definitions of what constitutes gaming 
on contiguous lands, and other very important provisions. Many of these provisions 
are of considerable concern to us, yet BIA unilaterally issued this checklist as inter- 
nal guidance to govern its actions and public involvement in trust land reviews 
without even seeking outside comment. Indeed, many of these provisions were in- 
cluded in proposed regulations issued in the past. This demonstrates that the provi- 
sions of a checklist qualify as rulemaking, yet the BIA has simply forged ahead in 
issuing this guidance on trust land issues of great importance to the public without 
any notice or comment. 

The Need for Intergovernmental Agreements. Experience has demonstrated that 
many of the concerns associated with trust land acquisition can be addressed 
through the development of inter-governmental agreements between tribes and local 
communities. There is a strong record in this regard, and the possibility of such an 
agreement being developed in the Santa Ynez Valley for the 6.9-acre parcel is now 
under consideration. Our organizations strongly support the use of such agreements, 
provided they are developed with adequate public input, fully address local con- 
cerns, and are made enforceable in the appropriate court through waivers of sov- 
ereign immunity. We understand that the BIA generally supports the use of this 
approach, but far more needs to be done to develop these agreements and support 
their use. The BIA should be playing a more active role and encouraging parties 
to trust land disputes to pursue such agreement, and it should be developing proto- 
type agreements that contain the provisions which are typically necessary for things 
such as sovereign immunity waivers. Successful use of intergovernmental agree- 
ments can help avoid trust land conflicts, and BIA should play a leading role in pro- 
moting their use. 

It is clear that the trust land acquisition process is broken. The situation that is 
now emerging in the Santa Ynez Valley is a perfect example of this problem. Unfor- 
tunately, we do not believe that the BIA is doing enough to solve these problem 
areas. We encourage the committee to become actively involved in this issue and 
to use circumstances such as those occurring in the Santa Ynez Valley as the basis 
for oversight and reform. Thank you for considering these comments, and please let 
our organizations know what they can do to assist in your review and reform efforts. 
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